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ABBREVIATIONS
$ Australian dollars
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1 SUMMARY AND RECOMMENDATIONS

This investigation is in response to an application by A.C.N.009 483 694 Pty Ltd
(Haywards) and Keppel Prince Engineering Pty Ltd (Keppel Prince) into the dumping of
wind towers exported to Australia from the People’s Republic of China (China) and the
Republic of Korea (Korea).

This report, Report No 221 (REP221), sets out the Commissioner of the Anti-Dumping
Commission’s (the Commissioner’s) recommendations to the Parliamentary Secretary to
the Minister for Industry (the Parliamentary Secretary) in relation to the application.

In December 2013, the Minister for Industry (the Minister) delegated responsibility for
decision making on operational matters under Parts XVB and XVC of the Customs Act
19011 (the Act) and other anti-dumping legislation to the Parliamentary Secretary.

1.1 Recommendation

The Commissioner recommends the Parliamentary Secretary publish a dumping duty
notice in respect of wind towers exported to Australia from China and Korea.

If the Parliamentary Secretary accepts these recommendations the relevant notices and
schedules, under s.269TG(1) and s.269TG(2) of the Act, and s.8 and s.10 of the Customs
Tariff (Anti-Dumping) Act 1975 (the Dumping Duty Act) must be signed to give effect to
the decision.

1.2 Application of law to facts

1.2.1 Authority to make decision

Division 2 of Part XVB of the Act sets out, among other matters, the procedures to be
followed and the matters to be considered by the Commissioner in conducting
investigations in relation to the goods covered by an application.

1.2.2 Application

On 16 August 2013, Keppel Prince and Haywards lodged an application requesting that
the Minister responsible for anti-dumping publish a dumping duty notice in relation to wind
towers exported to Australia from China and Korea.

1.2.3 Initiation of investigation
After examining the application, the Commissioner was satisfied that:

e the application complied with subsection 269TB(4) being in writing, in an approved
form, contained required information, was signed and supported by a sufficient part
of the Australian industry;

e there is an Australian industry in respect of like goods; and

o there appeared to be reasonable grounds for the publication of a dumping duty
notice in respect of goods the subject of the application.

1 A reference to a division, section or subsection in this report is a reference to a provision of the Customs Act 1901, unless otherwise
specified. The use of section, subsection and s. are interchangeable throughout this report.
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Following consideration of the application an investigation was initiated with public
notification of initiation of the investigation made on 28 August 2013 in The Australian
newspaper and Anti-Dumping Notice No. (ADN) 2013/68. The investigation period?2 for
the purpose of assessing dumping is 1 January 2012 to 30 June 2013 and the injury
analysis period for the purpose of determining whether material injury has been caused to
the Australian industry is from January 2008.

1.2.4 Preliminary affirmative determination PAD221

The delegate of the Commissioner, after having regard to the application, submissions
and other matters considered relevant was satisfied that there appeared to be sufficient
grounds for the publication of a dumping duty notice in respect of wind towers exported to
Australia from China and Korea and made a preliminary affirmative determination (PAD)3
to that effect on 6 December 2013. PAD Report No 221 was placed on the public record,
the PAD is available online at http://www.adcommission.gov.au/cases/documents/018-

PAD221.pdf.

Australian Customs and Border Protection Service (ACBPS) are responsible for the
collection of securities# in respect of any interim dumping duty that may become payable
in respect of the goods from China and Korea that were entered into home consumption
on or after 6 December 2013.

1.2.5 Statement of essential facts SEF221

The Commissioner must, within 110 days after the initiation of an investigation, or such
longer period as the Parliamentary Secretary allows, place on the public record a
statement of essential facts (SEF) on which the Commissioner proposes to base his
recommendation in relation to the application.

The Commissioner requested an extension of the deadline for the publication of the SEF,
which the Minister approved pursuant to section 269ZHI, extending the deadline for the
publication of the SEF to 4 February 2014.

On 4 February 2014, the Commissioner placed on the public record SEF221.

Interested parties were invited to lodge submissions to SEF221 by no later than
24 February 2014.

The public record contains non-confidential submissions by interested parties, the non-
confidential versions of the Commission’s visit reports and other publicly available
documents. Documents are available on request in hard copy in Canberra or online at
http://www.adcommission.gov.au/cases/EPR221.asp.

Documents on the public record should be read in conjunction with this report.

1.2.6 Report 221

In formulating the final report the Commissioner must have regard to the application
concerned, any submissions concerning the publication of the notice to which the
delegate of the Commissioner has had regard to for the purpose of formulating SEF221,

2 S.269T(1) refers.
35.269TD
4542
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any submission in response to SEF221 received by the Commission within 20 days of the
publication of the SEF, and any other matters considered relevant.>

1.3 Findings and conclusions

The Commission has made the following findings and conclusions based on available
information provided during the course of the investigation.

1.3.1 The goods and like goods (chapter 3 of this report)
Locally produced wind towers are like goods to the goods the subject of the application.

1.3.2 Australian industry (chapter 3 of this report)

There is an Australian industry producing like goods, comprising Haywards, Keppel
Prince and E&A Contractors.

1.3.3 Market (chapter 4 of this report)

The size of the Australian market for wind towers comprised 240 wind towers in calendar
year 2012 and 51 wind towers in the first six months of 2013. The Australian market for
wind towers is supplied by industry members and imports from China, Korea, the Socialist
Republic of Vietnam (Vietnam) and the Republic of Indonesia (Indonesia).

The Australian industry comprises Haywards, Keppel Prince, E&A Contractors and RPG
Aus Administration Pty Ltd, (RPG). RPG was placed in administration in October 2012
and wound up in February 2013.

Both Australian and overseas wind tower manufacturers supply wind towers directly to
either the original equipment manufacturer (OEM) turbine producers or the contracted
Engineer Procurement and Construct (EPC) firm.

1.3.4 Market situation (chapter 5 of this report)

The Commission found that domestic sales of wind towers were not relevant for the
purposes of determining normal values due to significant differences between the
exported goods and like goods sold domestically in China, and as a result reasonable
adjustments could not be undertaken to ensure proper comparison. This reflects that wind
towers are capital equipment that are manufactured and deigned for unique projects.

Therefore the Commission considers that domestic sales of wind towers could not be
used to establish normal values. Accordingly, the consideration of whether a market
situation existed is redundant.

In addition the Commission finds the conditions under Regulation 180 of the
Customs Regulations 1926 have not been met as the raw material costs for plate steel
and flanges do not reasonably reflect competitive market costs associated with the
production or manufacture of like goods. The Commission has therefore uplifted the
prices of steel plate and flanges used in the constructed normal value for China using
available information from previous and present investigations into steel and plate steel.

5 5.269TEA(3)

REP 221 — Wind towers — China and Korea



PUBLIC RECORD

1.3.5 Dumping (chapter 6 of this report)

The Commission has established that during the investigation period there were two
exporters of wind towers, one from China - Shanghai Taisheng Wind Power Equipment
Co. Ltd (TSP) and one from Korea - Win&P Ltd (Win&P).

The Commission’s assessment of dumping margins for wind towers exported to Australia
from China and Korea is tabulated below.

Country | Exporter Dumping margin
China TSP 15.0%

All other exporters 15.6%
Korea Win&P 17.2%

All other exporters 18.8%

1.3.6 Injury assessment (chapter 7 of this report)

The Commission is satisfied that the Australian industry suffered material injury as a
result of dumped imports from China and Korea in the form of:

loss of sales volume;

loss of market share;

reduced revenues;

price depression;

price suppression;

reduced profits;

reduced profitability;

reduced capacity utilisation;
decline in assets and capital investment;
reduced return on investment; and
loss of employment.

1.3.7 Will dumping and material injury continue (chapter 8 of this report)

The Commission is satisfied that dumping and material injury will continue if measures
are not imposed.

1.3.8 Non-Injurious price (chapter 9 of this report)

The Commission has assessed that it is appropriate to recommend that the non-injurious
prices (NIPs) of the goods exported to Australia be set by reference to the corresponding
normal values during the investigation period.

1.3.9 Proposed measures (chapter 10 of this report)

The Commission has derived NIPs at the level of normal values for respective exporters.
This means that the lesser duty rule does not come into effect and the proposed
measures are set at the full margin of dumping.

The Commission recommends that the Parliamentary Secretary determine the amount of
interim dumping duty payable be worked out in an ad valorem form to be calculated as a
percentage of the particular export price.

REP 221 — Wind towers — China and Korea
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2 BACKGROUND

2.1 Previous investigations
There have been no previous investigations in Australia in regards to wind towers.
2.2 Participation

The following interested parties provided submissions and information to the Commission.
Non-confidential versions were placed on the public record except where noted:

Australian industry

Keppel Prince — the company was visited and financial information on costs and sales
verified. Keppel Prince also provided submissions to the investigation.

Haywards — the company was visited and financial information on costs and sales
verified. The information, mainly financial, was not placed on the public record.

E&A Contractors — provided information on costs and sales, the information was not
verified. The information, mainly financial, was not placed on the public record.

Exporters

Win&P — the sole exporter of the goods from Korea. The goods were imported for the
Mt Mercer wind farm. Win&P was visited and financial information on costs and sales
verified. WIin&P also provided submissions to the investigation.

TSP - the sole exporter of the goods from China. The goods were imported for the Gullen
Range wind farm. TSP was visited and financial information on costs and sales verified.
TSP also provided submissions to the investigation.

Titan Wind Energy (Suzhou) Co Ltd (Titan) — a manufacturer of wind towers in China,
Titan did not export wind towers to Australia in the investigation period. Titan provided a
submission advising it had exported wind towers prior to the investigation period and
intended to continue serving the Australian market. Titan provided a submission to the
investigation covering matters including goods, injury, dumping and the alleged market
situation in China.

Importers, wind unit suppliers

Senvion SE (Senvion). Formerly known as REpower Australia Pty Ltd, a global supplier
of wind units and an importer of the goods from Korea for the Mt Mercer wind farm.
Senvion submitted it has been supplying the Australian market for over ten years and has
approximately 30% of the Australian wind energy market. Senvion provided detailed
information on its imports from Korea and the Mt Mercer tender. Senvion also provided
submissions to the investigation.

Goldwind Australia Pty Ltd (Goldwind) — an importer of the goods from China for the
Gullen Range wind farm in which it is a major investor. Goldwind provided detailed
information on its imports from China and the Mortons Lane and Gullen Range tenders.
Goldwind’s parent company is a global supplier of wind units. Goldwind also provided
submissions to the investigation.

Siemens Ltd (Siemens) — Siemens is a supplier of wind units and imported wind towers
during the investigation period for the Snowtown Il wind farm. Siemens imported the wind
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towers from a country other than China or Korea, Siemens requested that the origin of the
wind towers it imported not be disclosed.. Siemens provided information on those
imports. No information from Siemens was placed on the public record except a one
page summary noting the information received.

GE Energy (GE) — a global supplier of wind units. GE supplied units for the Mumbida
wind farm in Western Australia, (contracted before the investigation period) and initiated
the tender process for the Boco Rock wind farm (after the investigation period). GE did
not import during the investigation period. GE provided a submission on the market and
Boco Rock.

2.3 Responses to the SEF

In formulating this report to the Parliamentary Secretary, the Commissioner has had
regard to:

e the application concerned;

e any submissions concerning publication of the notice to which the Commissioner
has had regard for the purpose of formulating SEF221;

o SEF221,

e any submission in response to SEF221 received by the Commission within 20
days after the day that statement was placed on the Public Record; and

e any other matters considered relevant.

The Commissioner received submissions in response to SEF221 from the following
parties:

Win&P;

The Government of Korea (GOK);
Goldwind;

Senvion; and

The Australian industry (industry), represented by applicants Keppel Prince and
Haywards.

The Commission met with Win&P and the GOK on 26 February 2014 to discuss matters
relating to the exporter verification.

In addition to the submissions listed above, the Commissioner also had regard to
submissions from Win&P that were received prior to the SEF and were not able to be
addressed at the time.

Non-confidential copies of all submissions, including matters discussed at the meeting of
26 February 2014 were placed on the public record.

REP 221 — Wind towers — China and Korea
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3 THE GOODS, LIKE GOODS AND AUSTRALIAN INDUSTRY

3.1 Findings

The Commission has found that there is an Australian industry producing like goods to
the goods the subject of the application (the goods).

3.2 Legislative framework

Subsection 269TC(1) requires that the Commissioner must reject an application for a
dumping duty notice if, inter alia, the Commissioner is not satisfied that there is, or is likely
to be established, an Australian industry in respect of like goods.

In making this assessment, the Commissioner must firstly determine that the goods
produced by the Australian industry are “like” to the imported goods. Subsection 269T(1)
defines like goods as:

“Goods that are identical in all respects to the goods under consideration or that,
although not alike in all respects to the goods under consideration, have
characteristics closely resembling those of the goods under consideration”.

An Australian industry can apply for relief from injury caused by dumped or subsidised
imports even if the goods it produces are not identical to those imported. The industry
must however, produce goods that are “like” to the imported goods.

Where the locally produced goods and the imported goods are not alike in all respects,
the Commission assesses whether they have characteristics closely resembling each
other against the following considerations:

i. physical likeness;

ii. commercial likeness;
iii. functional likeness; and
iv. production likeness.

The Commissioner must also be satisfied that the “like” goods are in fact produced in
Australia. Subsections 269T(2) and 269T(3) specify that for goods to be regarded as
being produced in Australia, they must be wholly or partly manufactured in Australia. In
order for the goods to be considered as partly manufactured in Australia, at least one
substantial process in the manufacture of the goods must be carried out in Australia.

3.3 The goods

The goods the subject of the investigation, (the goods), are wind towers. The applicants
describe the goods as:

certain utility scale wind towers, whether or not tapered, and sections thereof
(whether exported assembled or unassembled), and whether or not including an
embed being a tower foundation section.

Further the applicants detailed that wind towers are designed to support the nacelle (an
enclosure for an engine) and rotor blades for use in wind turbines that have electrical
power generation capacities equal to or in excess of 1.00 megawatt (MW) and with a
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minimum height of 50 metres measured from the base of the tower to the bottom of the
nacelle (i.e. where the top of the tower and nacelle are joined) when fully assembled.

A wind tower section consists of, at a minimum, multiple steel plates rolled into cylindrical
or conical shapes and welded together (or otherwise attached) to form a steel shell,
regardless of coating, end-finish, painting, treatment or method of manufacture, and with
or without flanges, doors, or internal or external components (e.g., flooring/decking,
ladders, lifts, electrical junction boxes, electrical cabling, conduit, cable harness for
nacelle generator, interior lighting, tool and storage lockers) attached to the wind tower
section.

Goods specifically excluded from the scope are nacelles and rotor blades, regardless of
whether they are attached to the wind tower. Also excluded are any internal or external
components which are not attached to the wind towers or sections thereof.

The description of the goods states “tower sections ..... whether or not including an embed
being a tower foundation section”. The Commission notes that wind towers for different
wind farm projects may or may not require a foundation section depending on the tower
specifications. For those projects where wind towers and embeds are specified, the
embeds may be shipped and installed at different times to the tower sections. The
Commission takes the view that the different shipment times do not detract from the
embeds being considered as part of the goods.

3.3.1 Tariff classifications

The goods may be classified to sub heading 7308.20.00 (statistical code 02) in Schedule
3 to the Customs Tariff Act 1995. This applies to complete towers, unassembled or
assembled and applies to a basic tower that includes doors, ladders, landings and embed
or tower foundation.

Steel tower sections, including sections with doors etc, are classified to 7308.90.00-49,
assembled or disassembled, providing there aren’t enough in a shipment to be judged to
be a complete tower.

Combinations of towers and tower sections may vary on a case by case basis for
assessment of tariff classification. Classification may vary when there is more of one
thing than another, for example a tower section and lift or a tower section with lift,
electrical junction boxes and other equipment.

An assembled complete wind powered generator is a composite machine consisting of
two or more machines fitted together to form a whole; wind engine, generator, gearbox,
yaw controls etc. fitted in a steel tower and nacelle. This would be classified to
subheading 8502.31.10-31.

There are no tariff concession orders (TCOs) for towers under 7308. There are some
TCOs under 8502 for wind turbine equipment, but none that specifically includes towers.

A customs duty rate of 4% applies to wind towers imported from China and duty rate of
5% for imports from Korea under tariff headings 7308.

3.4 Like goods

The applicants state that they manufacture wind towers matching the purchaser’s
specifications on a project-by-project basis and have characteristics like to the imported
goods as follows.

REP 221 — Wind towers — China and Korea
12



PUBLIC RECORD

Physical likeness

Although wind towers are built to each OEM particular specifications, both imported wind
towers and those produced in Australia share basic physical characteristics — all are
tubular steel towers with components such as doors, ladders, flooring, cables and wiring,
and lights typically attached to the inner diameter of the welded steel plates.

Wind towers vary in size and are built to a number of specifications, such as steel,
welding, coating, and quality inspection standards that carry over from one OEM to the
next. Therefore certain OEMs may have certain specifications that differ from the
standard specifications, but the standards are general to the global wind tower industry
and have been adopted by most manufacturers.

Although every OEM has particular specifications it requires both overseas and Australian
manufacturers to meet those standards for a particular wind project’s wind towers.

Commercial likeness

Australian industry wind towers compete directly with imported wind towers in the
Australian market. All wind towers are sold directly to the OEM, which incorporates them
into wind turbines.

Functional likeness

Both the locally produced and imported wind towers have comparable or identical
end-uses. All wind towers are used exclusively as part of wind turbines for supporting
and elevating the nacelle and blades for the generation of electricity.

Production likeness

Locally produced and imported wind towers are manufactured in a similar manner and via
similar production processes. All wind towers are produced by similar production
methods utilising carbon steel welded into sections, before transportation to the wind
project site for final assembly into wind towers.

3.5 Australian industry

As noted above subsections 269T(2) and 269T(3) specify that for goods to be regarded
as being produced in Australia, they must be wholly or partly manufactured in Australia.
In order for the goods to be considered as partly manufactured in Australia, at least one
substantial process in the manufacture of the goods must be carried out in Australia.

The Commission has identified the Australian industry as comprising Keppel Prince,
Haywards, E&A Contractors and RPG Aus Administration Pty Ltd, (RPG).

On 4 February 2013, the RPG Wind Tower business, RPG Aus. Pty Ltd
(ACN 119 261 344) and its controlled entities were wound up. Available information
shows that the key personnel and assets of RPG used to manufacture wind towers were
purchased by E&A Contractors in November 2012.

The Commission visited and verified information from Keppel Prince and Haywards and
requested summary production information and sales data from E&A Contractors.
3.5.1 Manufactured in Australia

A description of the manufacturing process was provided in the application and evidenced
as part of the industry verification visit to Keppel Prince.
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At the verification meeting with Keppel Prince, the Commission conducted an inspection
of the production facilities: the wind towers being produced were in the final stages for the
production of the towers, painting, fitting of internals and quality inspections.

The main building contains the plate rolling, welding, blasting and painting facilities.
Keppel Prince has two plate rolling machines where the processed steel is rolled into
required cylindrical size. The blasting room where fine metal particles are used to blast
clean the tower section prior to painting. The paint room is where each tower section is
painted and subject to quality control for the painting. The Commission observed the
inspection of a recently painted tower section being subject to quality control inspection
for the paint.

As requested by the Commission, Keppel Prince showed a complete tower section fitted
out with the internals, that included ladders, electrical fittings and platforms. Isoloaders
which are used to move tower sections around the facility were also pointed out.

The applicants identified the fabrication, consolidation and welding of the steel wind tower
sections and the fit-out of all internal electrical and mechanical components as a
substantial process of manufacture in Australia.

3.6 Submissions in response to SEF 221

The goods - Embeds

Win&P has made a number of submissions outlining its view that embeds should not be
included as part of the goods. Win&P submitted that embeds and towers are two
separate products and not one defined product. It argued that the reference to embeds in
the description of the goods subject of the application is only intended to make clear that
wind towers including an embed do not fall outside the scope of the goods.

Winé&P also argued that the embeds could not be defined as a wind tower section as they
typically consist of one steel plate, whereas the description of the goods refers to sections
being of multiple steel plates.

Win&P further submitted that even if the embeds are to be interpreted as being part of the
goods, then it did exports wind towers including embeds as it had entered into separate
contracts for the sale and supply of wind towers and embeds.

Win&P considered that embeds:

e can be and are separately sourced (to towers);

e commercial considerations such as installation, topography, design, timing etc, are
different to those for towers; and

e have separate and distinct markets and profit considerations to towers.

The GOK submitted that embeds should be excluded from the investigation as they were
separately priced, shipped and subject to separate purchase orders. Embeds could not
satisfy the description of the goods taking into account embeds were made with only one
steel plate, the height definition for wind towers and the exclusions stated in the
description.

Senvion submitted that embeds do not constitute an element of a wind tower. Embeds
provide a connection from the concrete foundation to the tower and are usually priced and
purchased separately. Embeds are not required in many of the new generation of wind
towers.
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The Australian industry submitted that embeds where required for a project is a fabricated
steel section which is categorically aligned with wind tower sections and cannot be
segregated as a separate product. Both embeds and tower section are produced in
similar manners using similar materials and procedures.
3.7 The Commission’s assessment

The goods — Embeds

The Commission does not agree with Win&P’s interpretation of the goods description. It is
clear based on the information in the application, the consideration report and the
initiation notices that the goods subject of the application are wind towers and ‘sections
thereof’. The goods description also explains that embeds are a ‘tower foundation
section’.

The Commission also disagrees with the argument that embeds do not meet the definition
of a section. The definition of a section referred to in Win&P’s submission clearly relates
to the wind tower sections only. The description of the goods makes clear that the embed
is considered to be a tower foundation section and therefore there is little relevance in the
wind tower section definition to be applied to the embed foundation sections.

In response to Win&P’s view that it had not exported wind towers, including embeds, the
Commission accepts that embeds can be and are separately sourced to towers and can
be and are exported separately. The Commission has however observed that it is typical
to have embeds considered as part of the quotations and pricing for a wind tower which
includes an embed.

The Commission notes that there were sales of towers that do not require an embed in
the Australian and exporter market. The Commission also notes that embeds may be
contracted and sold separate to sales of towers to different parties at different times.

The examined export tenders that took place during the investigation period included
towers with embeds and towers and embeds were exported for tenders. The internal
documents of the exporters show consideration of the towers with embeds. The different
export dates, purchase orders and invoicing do not detract from this.

The domestic contracts examined were for towers with embeds and show that both
towers with embeds were considered in the one contract. The separate sales and
invoicing of towers and embeds does not detract from the consideration of towers and
embeds as part of the one contract.

The Commission considers that where towers are contracted and sold with embeds they
can be considered as one product for the investigation as could towers where they were
contracted and sold without embeds.

Like goods

The Commission has examined information gathered from the Australian industry,
exporters in China and Korea and importers of the goods from China and Korea and
considers that the Australian industry produces like goods to the goods the subject of the
application.

Based on the verified information the Commission is satisfied that the applicant has
demonstrated that:
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e the primary physical characteristics of imported and locally produced goods are
similar;

e the imported and locally produced goods are commercially alike as they are sold to
common end users;

e the imported and locally produced goods are functionally alike as they have a
similar range of end-uses;

e the imported and locally produced goods are manufactured in a similar manner;
and

e the applicants conduct one or more substantial process in the production of wind
towers in Australia.

No interested party has suggested to the Commission that wind towers produced by the
Australian industry and those produced by the overseas manufacturers from the
nominated countries are not like goods.

The Commission is satisfied based on the available that there is an Australian industry
producing like goods to the goods the subject of the application.
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4 AUSTRALIAN MARKET

4.1 Findings

The Australian market for wind towers is supplied by the Australian industry and imports
from a number of countries including China and Korea.

4.2 Market structure

Wind towers manufactured in Australia and imported wind towers are provided for the
purpose of structural support to the wind tower nacelle and blades in order for the turbine
to reach suitable wind zone heights. The complete wind generating unit transports
collected energy up and down the tower to the connected transmission grid and allowing
personnel access to the turbine for maintenance purposes.

The Australian industry comprises Keppel Price, Haywards and E&A Contractors. RPG
was an industry member that supplied wind towers before going into liquidation in
February 2013. E&A Contractors is a new industry member that commenced
manufacturing in 2013.

Imports from China, Korea, Vietnam and Indonesia have been supplied to the market
over the injury analysis period. During the investigation period the imports were sourced
from China, Korea and one other country.

The wind tower market can be separated into two wind farm segments according to scale:

1. Large scale commercial wind farms generating over 30MW of renewable energy;
and

2. Community wind farms which are largely owned by local community members and
are predominantly under 30MW with the number of wind towers less than 10.

All of the wind towers tendered during the investigation period were for large scale
commercial wind farms.

The supply chain for wind towers has traditionally been controlled by the wind turbine
OEMs whose clients are the wind farm proponents/developer.

An alternate supply chain arrangement sometimes occurs whereby the wind tower supply
component of the construction contract rests with the EPC.

Three common contracting methods are:

1. Separate contracts for wind tower and turbine supply and installation, and Balance

of Plant (BOP).
Wind Turbine OEM Wind Farm

and Tower supply [« proponent / »| BOP Contractor
and install Developer
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2. EPC single contracting structure with one entity.

Wind Turbine OEM and
Tower supply and install

Wind Farm proponent/
Developer

BOP Contractor

3. Unincorporated joint venture whereby a wind farm developer enters into a single

contract with a consortium structure.

Wind Turbine OEM and
/ Tower supply and install
Wind Farm proponent/ > Unincorporated Joint
Developer Venture entity \
BOP Contractor

Wind tower channel to the market

Depending on the contract model used, both Australian and overseas wind tower
manufacturers supply wind towers directly to either the OEM turbine producer or the EPC
firm.

Wind Turbine OEM and Tower
supply and install

Wind Farm
A\ Wind Turbine OEM and proponent/ | 3 Electricity Retailer

Tower supply and install Developer

Australian produced wind
towers

Imported wind towers

BOP Contractor

There are six main wind unit suppliers for wind farms in the Australian market, these are:

GE;

Goldwind;

Senvion;

Siemens;

Acciona Energy Oceania Pty Ltd; and
Vestas Wind Systems A/S (Vestas).

Senvion, Goldwind, Vestas and Siemens sourced the wind towers that were sold to the
market during the investigation period.

The Australian industry in its application submitted that the total value of a wind tower
constitutes approximately 8% of a fully constructed wind turbine®.

6 Based on an average wind tower value of $500k and an average installed wind turbine value of $6m.
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4.2.1 Demand

The market for wind towers in Australia commenced in 2000. Since then the demand for
wind towers has fluctuated from 100 to 200 towers per year coinciding with changes in
Government policy and legislation. The Australian industry claims that the Australian
market for wind towers is expected to double during the next two to three years as
renewable energy policy heads towards achieving a 20% renewable energy mix by 2020.
In order to meet this target the Australian industry estimate that approximately 400 wind
towers per year would be required.

The broad driver of wind farm installations generally has been the growing international
trend of nations increasing in-country supply of renewable energy sources. The primary
driver of renewable energy demand has been Commonwealth Government legislation
found in the Renewable Energy (Electricity) Act 2000 (Cth), which requires electricity
retailers to source an increasing proportion of their electricity from accredited renewable
sources, via the Renewable Energy Target (RET).

4.2.2 Substitutes

The applicants stated that there are no commercially significant market substitutes for
wind towers in the Australian market with possible substitutes for wind towers being
cylindrical concrete wind towers and lattice steel towers. The applicants further stated
that given the Australian market's needs and preferences, neither of the two possible
substitutes is considered an option.

Titan submitted that concrete towers can be used as substitutes for wind turbines, whilst
another interested party also submitted that concrete towers and steel lattice towers were
being considered as alternatives in the Australian market.

4.2.3 Pricing

Wind towers are sold into the Australian market via a tender process for each project.
Project managers are invited to tender for the wind farm project. The project managers
will call for requests for quotations from companies to supply materials including, wind
towers, turbines and nacelles based on the wind units that the project managers propose
for the wind farms.

The project managers issue wind tower supply tenders with pre-qualified tower
manufacturers, both locally and overseas. Pricing on a wind tower depends on a number
of factors in that the wind tower units may vary in specifications including height, the
internals and embeds and the free issue materials. As such wind tower suppliers can be
providing different prices to the project managers depending on the tower specifications.
Local currency is used for wind tower pricing. Free-issue material components may
include any combination of the following inputs supplied by the OEM to be combined with
the production components of the wind tower manufacturer:

Steel plate;

Flanges;

Flange bolts;

Paint;

Mechanical internal components;

Main electrical cables and allied components; and
Lifts.
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The successful project manager will contact the wind tower suppliers to provide a firm
price for the project. Negotiations over price and clarification of specifications and terms
take place over the next two to three months with a firm fixed price contract covering the
supply of wind towers for the project. Changes can also occur during this process in
areas such as steel, flanges, internals and tower design.

The Australian industry advised that wind towers are generally delivered to the site four to
six months after the signing of the contract at a rate of two to four towers per week
depending on the construction schedule.

The Australian industry also advised that the time from the first quotation to the
successful project manager to the supply of the first towers to the project site may take
around nine months. The Australian industry also advised that manufacturing and delivery
of the towers for large projects may occur over a period of two years.

4.3 Market size

Titan expressed concern with the applicant’s estimates of imports and market size over
the injury period. Another party submitted that the unevenness and infrequency of wind
farm tenders makes it difficult to analyse market share and trends.

The Commission considers that the date that contracts were awarded should be regarded
as the effective date of sale as it reflects the date that the buyer and seller agree to the
terms of sale.

The Commission notes that there will be a time lag between the awarding of the contract
and the physical supply of towers, whether the towers are imported or supplied by the
Australian industry.

The Commission estimates that in calendar year 2012, the size of the Australian market
for wind towers (based on the date of contracts) was 240 towers. In the first half of 2013
the market comprised one project of 51 towers.

The contracts awarded in the investigation period that comprise the market for the
investigation period are set out below.

There were four projects totalling 240 towers that were tendered during 2012:

Snowtown II, 90 wind towers;
Gullen Range, 73 wind towers;
Mortons Lane, 13 wind towers; and
Mt Mercer, 64 wind towers.

The one project that was tendered in the first half of 2013 was the Taralga project for 51
wind towers.

Figure 1 depicts the Commission’s estimate of the Australian market based on the date of
contract for the wind towers using information provided in the application, gathered by the
Commission and verified with industry, importers and exporters.
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Figure 1 — Australian Market Size
4.4 Importers, end users

The Commission identified that there were three importers of wind towers during the
investigation period. These importers were:

e Goldwind — imported towers from China for Gullen Range;

e Senvion — imported towers from Korea for Mt Mercer; and

e Siemens — imported towers from a country other than China or Korea for
Snowtown II.

The Commission visited Goldwind and verified information relating to the sourcing and
importation of wind towers. The Commission requested information from Senvion in
relation to its sourcing and importation of wind towers.

Visit reports for the above importers can be found on the electronic public record available
on the Commission website at http://www.adcommission.gov.au/.

The Commission requested information from Siemens in regards to the origin of its
imports. A one page summary confirming that the imports were not from China or Korea
was placed on the public record.

All of the above parties imported towers for their own use as wind unit suppliers.
4.5 Submissions in response to SEF 221

Goldwind submitted that the Commission’s estimates of the size of the Australian market
was based on the date contracts were awarded and therefore did not accurately
represent annual production and imports. It also submitted that the half year figure for
2013 should be annualised.

The Australian industry submitted that the date contracts were awarded is appropriate for
assessing injury as this is when injury is irrevocably suffered through loss of the contract
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resulting in volume injury or awarding of the contract at a lesser value resulting in value
and profit injury.

4.6 The Commission’s assessment

In Consideration Report 221 the Commission noted that the applicants have used the
date the contract was awarded for the supply of the wind towers as the effective date of
sale in their estimate of the market. The applicants advised that the date of sale used
was obtained from contracts they had won, the date they were advised on contracts they
had lost and an estimate based on the commission date for contracts they had not
competed in.

There will be a difference in market size estimates based on recognition of sales revenue,
date of import and date of contract. This becomes more evident where a contract for a
large project involves sales for that project occurring over several years.

Import data does not generally distinguish between wind towers and wind turbines,
making it difficult to reasonably identify the goods.

The Commission reviewed information available from the internet for wind towers in
Australia. Aggregated data on wind farm projects is in the form of capacity in electricity
generated and not the number of wind towers. Most wind farms have a web site that
provides further information including the number of towers operating and proposed.

The Commission compared this information to that provided by the applicants and
considers that in the absence of detailed import information, information provided by the
applicants provides a reasonable estimate of imports and the Australian market.

The Commission did not find and was not given any information showing concrete or steel
lattice towers being considered for wind tower projects. On this basis the Commission
finds that concrete or steel lattice towers are not present in and do not form part of the
Australian market for wind towers.

Details of the Australian market are at Confidential Appendix 1.
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5 Market situation and raw material costs in China

5.1 Finding

The Commission considers that domestic sales of wind towers are not relevant for the
purposes of determining normal values under s.269TAC(1). Accordingly, the
consideration of whether a market situation exists that would render domestic sales
unsuitable is redundant.

The Commission identified significant differences between the exported goods and like
goods sold domestically in China, and that therefore reasonable adjustments could not be
undertaken to ensure proper comparison. This reflects that wind towers are capital
equipment that are manufactured and deigned for a specific project.

The Commission considers that domestic sales of wind towers could not be used to
establish normal values, and therefore, the consideration of whether a market situation
existed is redundant. The Commission does not make a market situation finding

In addition the Commission finds the conditions under Regulation 180 of the
Customs Regulations 1926 have not been met as the raw material costs for plate steel
and flanges do not reasonably reflect competitive market costs associated with the
production or manufacture of like goods. The Commission has therefore uplifted the
prices of steel plate and flanges used in the constructed normal value for China using
available information from previous and present investigations into steel and plate steel.

5.2 Background

China is treated as a market economy country under Australia’s anti-dumping legislation.
Australia’s legislation is in accordance with the WTO Anti-Dumping Agreement and
provides for the rejection of domestic selling prices in market economy countries where it
can be established that the situation in the domestic market of the exporting country
renders domestic selling prices unsuitable for normal value purposes.

Generally, the Commission calculates the normal value of the goods as the price for like
goods sold for home consumption in the country of export (s.269TAC(1))".

One of the exceptions to using domestic selling prices for determining normal values is
set out in s.269TAC(2)(a)(ii), which broadly provides that the domestic selling prices are
not an appropriate basis for normal value if the Minister is satisfied that:

“.the situation in the market of the country of export is such that sales in that
market are not suitable for use in determining a price under s.269TAC
subsection (1)” (i.e. a ‘particular market situation’ exists).

One of these situations may be where the domestic selling prices in the country of export
have been materially affected by government influence rendering those prices unsuitable
for use in establishing normal values.

The existence of a particular market situation potentially affects the approach that the
Commission takes to calculating normal values under the Act in undertaking an
assessment of whether goods have been exported to Australia at dumped prices.

7 This price is subject to adjustments under s269TAC(8) to ensure any differences do not affect the comparison with the export price.
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5.2.1 Application

The applicants stated that selling prices within the domestic Chinese wind towers market
are artificially low due to government influence on raw material prices, in particular, plate
product produced from hot rolled coil, coking coal and/or coke and scrap metal. As plate
steel is the major raw material input into the production of wind towers, and contributes to
at least 50% of the cost to make the goods, the applicants considered that domestic
selling prices for wind towers are unsuitable for establishing normal values (under
s.269TAC(1)) for the products exported from China, as a “particular market situation”
exists in these markets.

To support the market situation claims, the applicants referred to International Trade
Remedies Report No.177 (REP 177) for hollow structural sections (HSS)8 exported from
China and other countries. In REP 177, it was determined that a market situation existed
for HSS sold domestically in China and that normal values for HSS exported from China
to Australia could not be determined under s. 269TAC(1). The applicants noted that the
then Minister accepted the recommendations that the selling prices for HSS sold in
China were not suitable for the purpose of determining normal values on the basis of a
“particular market situation” for HSS sold in China.

The applicants also referred to Consideration Report 198 (CON 198), the consideration
of the application of BlueScope Steel Limited (BlueScope) for dumping duties for hot
rolled plate steel exported from China, Indonesia, Japan, Korea and Taiwan. In its
application BlueScope claimed that plate steel prices in China are significantly lower than
global plate steel prices. BlueScope presented evidence in support of that contention,
which was accepted as providing reasonable grounds, at the application consideration
stage, for claiming that Chinese domestic selling prices for plate steel are not suitable for
determining normal values under subsection 269TAC(1).

The applicants noted the conclusion in REP 177:

“that that the GOC [Government of China] has exerted numerous influences
on the Chinese iron and steel industry, which are likely to have materially
distorted competitive conditions within that industry and affected the supply
of HSS, HRC, narrow strip and upstream products and materials™®.

The applicants submitted that wind towers are also a product affected by the GOC
distortions within the Chinese steel industry as they are a downstream product produced
from steel plate, as an upstream product.

The applicants further submitted that the GOC has heavily influenced the Chinese
domestic market for wind towers through programs identified in REP 177.

Structural adjustment
e The National Steel Policy;
e National and regional Five-Year Plans and guidelines; and
e BluePrint for Steel Industry Adjustment and Revitalisation.

8 The Minister accepted findings and recommendations as contained in REP 177. The Minister affirmed the finding that there was a
market situation in China as recommended in REP 203.

9 REP 177, p166.
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Guiding industry mergers and restructuring
e Concentration of Chinese iron and steel producers through mergers and
acquisitions that are aimed at achieving the GOC’s objective of the top 10
producers accounting for 70% of production by 2010.

Export measures on coke

e Measures on coke “that appear to be consistent with the NSP (National Steel
Policy) to restrict coke;
Coke represents a significant proportion (over 20 per cent) of the cost of cast
steel (being first used to smelt iron, and this iron is then used to produce steel);
Steel represents the major cost of Hot Rolled Coil (HRC);
Verified information on Chinese exporters shows that HRC and/or narrow strip
represents in excess of 90 per cent of the total cost to make HSS; and
The cost of coke represented a significant proportion of the cost of the HRC or
narrow strip, and therefore the HSS.

Subsidisation
e The provision of steel raw material products in the production of HSS at less
than adequate remuneration identified as Program 1.

The applicants submitted that the raw materials that benefit from less than adequate
remuneration are also inputs into the production of wind towers.

The applicants concluded that as plate steel is the major raw material input into the
production of wind towers, and contributes at least 50% to the cost to make the goods,
then domestic selling prices for wind towers in China are artificially low due to government
influence on raw material prices (i.e. plate product produced from hot rolled coil, coking
coal and/or coke and scrap steel).

The applicants considered that selling prices for wind towers were therefore unsuitable for
establishing normal values under subsection 269TAC(1).

5.2.2 Relevant investigations on steel

The Commission was satisfied at the time of initiation of the investigation, that the
application contained sufficient information and evidence to support the claims that the
market situation findings in previous and current investigations into steel are relevant and
applicable to the Chinese plate steel market which is the major raw material input into the
production of wind towers.

The Commission noted that the issue of a market situation in China was considered in
REP 177 in regards to HSS exported from China during the investigation period of July
2010 to June 2011. In REP177 it was established that:

¢ the GOC has exerted numerous influences on the Chinese iron and steel industry,
which are likely to have materially distorted competitive conditions within that
industry and affected the supply of HSS, HRC, narrow strip, and upstream
products and materials;

e the GOC influences in the Chinese iron and steel industry have created a ‘market
situation’ in the domestic HSS market, such that sales of HSS in that market are
not suitable for determining normal value under s.269TAC(1).
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In REP 203 the reinvestigation affirmed the finding of the original investigation (REP 177)
that because of the situation in the iron and steel market, which includes HSS producers,
domestic sales in that market are not suitable for use in determining normal values under
S.269TAC(1) of the Act.

The issue of a market situation in China was also considered in REP190 in regards to
aluminium zinc coated steel and zinc coated (galvanised) steel. In REP190 it was found
that the price of HRC and other major raw material in China was influenced by the GOC
throughout the investigation period of July 2011 to June 2012.

Direct intervention by the GOC in the form of imposition of taxes, tariffs, export quotas
and other indirect measures including the GOC’s overarching macroeconomic policies
and plans, such as the National Steel Policy, a Blueprint for Steel Industry Adjustment
and Revitalisation Directory Catalogue and 12th Five Year Plan have impacted on the
supply and distorted the cost of the raw materials coke, coking coal, iron ore and scrap
metal, which in turn has distorted the price of HRC.

It was considered that the most influential factors were the: 40% export tax on coke and
scrap metal and the 0% value added tax (VAT) rebates on HRC, coke, coking coal and
iron ore.

The Commission was also considering the issue of a market situation in the then current
investigation into hot rolled plate steel (plate steel, Investigation 198) exported from China
at the time of the initiation of the wind tower investigation.

In SEF 198 the Commission found that the price of HRC and other major raw material in
China was influenced by the GOC throughout the investigation period of January 2012 to
December 2012. Direct intervention by the GOC in the form of imposition of taxes, tariffs,
export quotas and other indirect measures including the GOC’s overarching
macroeconomic policies and plans, such as the National Steel Policy, a Blueprint for Steel
Industry Adjustment and Revitalisation Directory Catalogue and 12th Five Year Plan have
impacted on the supply and distorted the cost of the raw materials coke, coking coal, iron
ore and scrap metal, which in turn has distorted the price of HRC.

The Commission noted that the GOC, in submissions to the plate steel investigation,
stated that plate steel is used by a number of sectors and identified that domestic demand
for steel was also driven by other consumers such as nuclear power plants, wind farms,
hydro-power facilities, ports, ships, railways, transportation, mining machinery, medical
equipment, construction machinery and housing.

The Minister considered REP 198 and accepted the Commission’s recommendations and
reasons for the recommendations contained in the report.

Notice of the Minister’'s decision was published in The Australian newspaper and the
Commonwealth of Australia Gazette on 19 December 2013 and in ADN No. 2013/72.

In REP198 the Commission found in respect of plate steel that a market situation existed
in the domestic market for plate steel in China during the investigation period such that
selling prices in that market are not suitable for normal value purposes.

The Commission’s assessment of a market situation was contained in Appendix 1 to
REP198. In that appendix the Commission concluded that:

The Commission has determined that the GOC has exerted numerous influences
on the Chinese iron and steel industry, which have substantially distorted
competitive market conditions in the iron and steel industry in China.
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In the current investigation, based on available information, the Commission
determined that various GOC influences identified in INV 177 and again in INV 190
continued to apply in the Chinese iron and steel industry. These were in the form of
broad, overarching GOC macroeconomic policies and plans that outline aims and
objectives for the Chinese iron and steel industry and more specifically the
‘implementing measures’ that go towards actively executing the aims and
objectives of these policies and plans.

The impact of the GOC's numerous broad and extensive overarching
macroeconomic policies and plans, outlining the aims and objectives for the
Chinese iron and steel industry, have not been insignificant. The various
countervailable subsidies provided by the GOC have also influenced the costs of
production of plate steel in China. The various taxes, tariffs, export and import
guotas have influenced the price of raw materials used in production of plate steel
which has led to a distortion in the selling prices of the plate steel itself.

The Commission’s assessment and analysis of the available information indicates
that prices of plate steel in the Chinese market are not substantially the same as
they would have been without the influences by the GOC. The Commission
considers that GOC influences in the Chinese iron and steel industry have created
a ‘particular market situation’ in the domestic plate steel markets such that sales of
plate steel in China are not suitable for determining normal value under
S.269TAC(1) of the Act.

5.3 Submissions to market situation

Goldwind submitted that according to WTO case law a “market situation” has to be in
relation to the products that are the subject of the investigation themselves (wind towers)
— not the price of an input (steel) into the production of the relevant goods.

Titan submitted that there is no particular market situation from a factual and legal point of
view and the Commission should not be constructing normal values for China on the
basis of an alleged particular market situation. Titan referred to World Trade Organisation
Panel and Appellate Body findings to argue that it was not enough to claim a market
situation existed merely because plate steel was used in the manufacture of wind towers.
Titan submitted that it has to be demonstrated that domestic sales in China of wind
towers are affected by a particular market situation.

Titan submitted that any constructed normal value should be computed on the basis of
costs in China and any difference in prices for raw materials on the domestic and export
market was irrelevant.

Another party submitted that the GOC does not intervene in the domestic market for wind
towers. The three significant manufacturers TSP, Titan and CS Wind Corporation sell
wind towers on both the domestic and export markets.

The party submitted that:

e it has not been demonstrated that domestic sales of wind towers have been
affected by a market situation. Finding a particular market situation in respect of
raw materials has been rejected as a legal basis, and it is not the relevant test to
apply for recourse to a constructed normal value;
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e costs for wind towers are lower due to lower manufacturing costs from lower labour
costs and economies of scale. Likewise steel costs in China are less than
Australia due to economies of scale in production and domestic steel prices in
China are comparable with those in the United States of America (USA) and
European Union (EU);

e Regulations 180(2) and 181(2) establish that costs of production have to be
determined on the basis of the records of the exporter where such records are in
accordance with generally accepted accounting principles in that country and they
reasonably reflect competitive market costs. Although Regulation 180(2) refers to
“competitive market costs” this interpretation must be in line with WTO law which
simply refer to costs. Therefore costs used to establish the normal value should
reflect the costs in the exporters’ records.

5.4 The Commission’s assessment — market situation

The Commission sent a questionnaire to the GOC seeking further information on the
claims in the application of a particular market situation. The purpose of the
guestionnaire was stated as:

to provide the GOC the opportunity to provide any further evidence that might
demonstrate that the factors found to exist in INV 198, INV 190a and 190b and INV
177 no longer exist or have effect, and that there could now not be said to be a
market situation in relation to plate steel.

The Commission also noted in the questionnaire that it recognised that in previous
responses to the questionnaires, the GOC has provided detailed responses to questions
and requests for documents. The Commission advised that it will assume that previous
responses to INV 198 remain unaltered and were applicable during the investigation
period (1 January 2012 to 30 June 2013) for wind towers.

The GOC was invited to identify whether there have there been any changes to GOC
policies since INV 198 that support the view that the factors leading to the Commission’s
finding in INV 198 and final findings in INV 190a and 190b and INV 177 of a particular
market situation in the Chinese steel industry as outlined in SEF 198, REP 190a and
190b and REP 177 no longer exist.

The Commission advised that if the GOC chose to respond to the questionnaire, the
response was due by COB 5 December 2013.

The Commission had not received a response by 10 December 2013 and contacted the
GOC noting that the GOC had not sought any extension of time from the Commission and
asked whether the GOC would be responding to the questionnaire. The Commission had
not received any response to the questionnaire from the GOC as at the date of the SEF.
The Commission has also not received any response from the GOC to the SEF.

No information was provided by the GOC demonstrating that its policies and programs in
the steel sector have been altered in such a way as to invalidate the previous finding of
the existence of a market situation in the domestic market for plate steel. The
Commission therefore considers that the distortion of domestic prices of plate steel found
in INV 198 existed during the period of 1 January 2012 to 31 December 2012 and
continued to exist in the period from 1 January 2013 to 30 June 2013.
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Section 269TAC(1) of the Act sets out the general method used to determine normal
values:

...the normal value of any goods exported to Australia is the price paid or payable
for like goods sold in the ordinary course of trade for home consumption in the
country of export in sales that are arms length transactions by the exporter or, if
like goods are not so sold by the exporter, by other sellers of like goods.

Section 269TAC(2)(a) sets out circumstances under which the Minister may decide that
the normal value cannot be determined using s269TAC(1).

... where the minister:

(a) is satisfied that:

0] because of the absence, or low volume, of sales of like goods in the
market of the country of export that would be relevant for the purpose
of determining a price under subsection (1); or

(i) because the situation in the market of the country of export is such
that sales in that market are not suitable for use in determining a
price under subsection (i);

the normal value of goods exported to Australia cannot be ascertained under
subsection (1); or ...’

The Commission notes that wind towers are unique capital equipment that are project
driven and differ in their technical properties between projects. The Commission
considers that the identified differences between the exported goods and like goods sold
domestically are so complex and significant in terms of specifications and inclusions and
exclusions that adjustments could not reasonably be undertaken to ensure proper
comparison.

Therefore, the Commission finds that domestic sales of like goods in China and Korea are
not relevant and suitable to compare to export sales. Accordingly, normal values cannot
be established under s.269TAC(1) and must be determined under one of the alternative
methods provided for in the Act.

Given the finding that normal values cannot be determined under s.269TAC(1), the
Commission considers that the assessment of whether a market situation exists in the
Chinese domestic market to be redundant. However, the Commission regards information
gathered and assessed as part of the market situation claims to be directly relevant to the
determination of costs for the purposes of constructing normal values under
S.269TAC(2)(c).

5.5 Raw material costs

The Commission considers that the findings in REP198 are current and relevant to the
determination of costs of production by TSP in the current investigation. The investigation
period for the plate steel investigation was 1 January 2012 to 31 December 2012. This
substantially overlaps with the investigation period of 1 January 2012 to 30 June 2013 for
the wind tower investigation.

In determining the cost of production and the administrative, selling and general costs
associated with the sale of those goods, the Parliamentary Secretary must have regard to
factors provided for in Regulation 180. The regulation requires that if an exporter keeps
records relating to like goods that are in accordance with generally accepted accounting
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principles (GAAP) in the country of export, and reasonably reflect competitive market
costs associated with the production or manufacture of like goods, the Parliamentary
Secretary must work out the cost of production using information set out in the exporter’s
records.

In its examination of the exporter’s records, the Commission found that TSP maintained
records that complied with the GAAP of the country. In examining whether the second of
the conditions was satisfied, the Commission considered the GOC'’s distorting effect on
the production costs and selling prices of plate steel. The Commission finds that sufficient
evidence exists to consider that the cost of plate steel and flanges reflected in the records
of TSP do not reasonably reflect a competitive market cost.

Given that the conditions of Regulation 180(2) have not been fulfilled, the Commission is
not required to use information relating to the cost of plate steel and flanges set out in the
records of TSP. Therefore, for the purposes of constructing a normal value, the
Commission considers it appropriate to determine the cost of production for wind towers
sold domestically by replacing the cost of plate steel and flanges with a competitive
market cost.

The Commission constructed a normal value with plate steel purchase costs adjusted
using information from REP198 that the Commission considers reflects competitive
market costs.

A competitive market cost for plate steel was established using verified domestic selling
prices in China for plate steel from INV198. These prices were then compared to the
unadjusted normal values established in INV198. The difference in these prices was then
applied to the purchase cost of plate steel as reflected in TSP’s records.

5.5.1 Submissions to the SEF

Goldwind submitted that the raw material and production process for flanges differs to the
steel plate used to manufacture the tower sections and that any adjustment to the cost of
flanges should be less than that applied to steel plate when constructing a normal value.

55.2 The Commission’s assessment

The Commission had regard to the findings of previous dumping investigations into
various steel products, where it was found that the GOC exerted sufficient influence on
the Chinese iron and steel industry, such that competitive market conditions in the steel
sector more generally were distorted in China.

The view presented by Goldwind is that flanges are manufactured using a different
production process to plate steel. Available information supports this view as flanges are
typically forged from a single slab of steel whilst plate steel may be manufactured from
slab steel undergoing a number of widening, rolling levelling and trimming processes.

Though the manufacturing processes differ for flanges and plate steel, evidence shows
that both products have the same raw material input, being slab steel.

The Commission notes the following information regarding the production process for the
co-operating exporter Shandong Iron and Steel Company Limited, Jinan Company
(JIGANG) of China in INV198.

JIGANG is a fully integrated steel maker, producing coke, molten iron, steel, steel
slab and plate steel.
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JIGANG purchases coking coal from which it produces coke. Coke, along with iron
ore and other raw materials is fed into a blast furnace to produce molten iron which
is used in the production of steel slab from which the plate steel is produced.

Normal values for domestic sales by JIGANG were established in accordance with
S.269TAC(2)(c) using JIGANG's weighted average cost to make and sell (CTMS) data
(revised for costs not considered to reflect competitive market costs).

The revised costs for Jigang CTMS were related to the cost of coking coal to produce the
slab. These revised costs then flowed through to the cost of producing plate steel.

As noted above unadjusted normal values for plate steel established in INV 198 were
compared to verified domestic selling prices with the difference applied to the cost of plate
steel purchased b TSP.

The Commission considers that it is reasonable to apply the same difference calculated
for plate steel to the purchase cost of flanges given that both products may be
manufactured from the same raw material.

The Commission finds that sufficient evidence exists to consider that the cost of flanges
reflected in the records of TSP does not reasonably reflect a competitive market cost.
The Commission considers that that the cost of the flanges should be uplifted using the
same ratio amount that plate steel was up lifted by.

Calculations and details of the uplift are at Confidential Appendix 2.
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6 DUMPING INVESTIGATION

6.1 Finding

Dumping margins for the investigation period were calculated by comparing weighted
average export prices with the corresponding weighted average normal values. Dumping
margins are summarised in the following table:

Country | Exporter Dumping margin
China TSP 15.0%

All other exporters 15.6%
Korea Win&P 17.2%

All other exporters 18.8%

6.2 Introduction

Dumping occurs when a product from one country is exported to another country at a
price less than its normal value. The export price and normal value of goods are
determined under sections 269TAB and 269TAC respectively.

This chapter explains the results of investigations by the Commission into whether wind
towers were exported from China and Korea at dumped prices during the investigation
period.

6.3 Exporters

The Commission identified that there were two exporters of wind towers, one from China,
TSP, and one from Korea, Win&P, during the investigation period.

The Commission received questionnaire responses from TSP and Win&P that were
assessed by the Commission as being substantially complete. The Commission visited
both exporters and verified information relating to costs, domestic sales and exports to
Australia during the investigation period. A copy of the visit report was placed on the
public record.

The verification visit reports for each of the exporters are available at the Commission’s
website http://www.adcommission.gov.au/ and provide additional detail to what is
discussed below.

6.4 China

In the verification report for TSP normal values and dumping margins were calculated
using data verified with the exporter and did not take account of any adjustments for
competitive market costs in relation to plate steel.

6.4.1 Submissions in response to SEF 221

The Australian industry was concerned that not all costs of production had been captured
using an allocation based on steel volumes.
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The Commission has carefully reviewed information relating to TSP’s allocation of costs
based on steel volumes and is satisfied that the allocation was reasonable.

6.4.2 Export price

TSP exported wind towers to Australia via an unaffiliated party that was not considered to
be the importer. Therefore, export prices are unable to be determined under
S.269TAB(1)(a) or (1)(b).

The Commission recommends that export prices for sales of wind towers to Australia by
TSP be determined under s. 269TAB(1)(c) having regard to all circumstances of the
transaction and using the invoiced price between TSP and the third party.

Export prices were established at a free-alongside-ship (FAS) point.

A weighted average unit export price of wind towers over the investigation period was
calculated comprising:

e a calculated unit price for the invoiced embeds; and
e a calculated unit price for the invoiced wind towers.

6.4.3 Normal values

Verification of TSP’s information submitted in its questionnaire response showed that
domestic sales and domestic CTMS calculations were reasonably complete, relevant and
accurate. However the Commission considered that each wind tower is a unique product
and that, because of the many variables and differences in technical specifications which
would affect proper comparison, it is not meaningful to adjust domestic prices to make
them comparable with export prices.

The Commission considered that, in line with s.269TAC(2)(a)(i), there is an absence of
relevant sales of like goods on the domestic market in China for determining normal
values under s.269TAC(1) of the Act. For the same reasons, export sales to third
countries are not considered appropriate for establishing normal values under
S.269TAC(2)(d).

Accordingly, the Commission recommends that normal values for TSP’s exports be
determined pursuant to s.269TAC(2)(c) using the cost of production of the exported
goods, plus reasonable amounts for selling, general and administration costs and profit.

As outlined in the previous chapter of this report, the Commission did not consider it
necessary to undertake an assessment of the market situation claims. The Commission
has found that sufficient evidence exists to consider that plate steel prices and the cost of
the flanges are distorted in the Chinese domestic market. It is reasonable to consider that
this distortion has flowed through the purchase costs of wind tower producers in China.

Therefore, the Commission finds that sufficient evidence exists to consider that the cost of
plate steel and the cost of the flanges reflected in the records of TSP do not reasonably
reflect competitive market costs.

On this basis, a normal value was constructed, with plate steel and flange purchase costs
adjusted using information from REP198 that the Commission considers reflects
competitive market costs.

The competitive market cost was established using verified domestic selling prices in
China for plate steel from INV198. These prices were then compared to the unadjusted
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normal values established in INV198. The differences in these prices were then applied
to the cost of steel plate and flanges for TSP.

The Commission has made further adjustments to the normal value following a review of
the verification report. These adjustments related to the calculation of SG&A costs and
the allocation of finance costs. Details of these changes were sent to TSP before the
issuing of the SEF and advised that the dumping margin in the SEF may be revised
following review of any submissions received from TSP of the changes.

The Commission did not receive an adequate response for its questions in regards to
finance costs, the Commission considers that large amounts shown as negative items in
the finance costs should be disregarded in view of the lack of information provided on
those detalils.

The Commission has recalculated SG&A and profit disregarding the negative finance
costs which has resulted in a change to the dumping margin.

A normal value ex-works has been constructed for the investigation period using:

e the verified cost to manufacture wind towers exported to Australia (adjusted for
steel plate and flange costs);

e the selling, general and administrative costs incurred in the domestic sale of wind
towers during the investigation period excluding inland transport; and

e the profit achieved by TSP on profitable domestic sales of wind towers
manufactured by TSP, sold during the investigation period.

The Commission calculated a rate of profit under regulation 181A(2) using data relating to
the production and sales of like goods by TSP in the ordinary course of trade.

Adjustments have been made to this normal value, in accordance with s. 269TAC(9) of
the Act to ensure a fair comparison of normal value and export price.

Adjustments were made for:

packaging expenses;
export inland freight;
credit terms; and

export handling charges.

6.5 The Commission’s assessment

A dumping margin for wind towers exported from China by TSP has been established in
accordance with section 269TACB(2)(a), by comparing the weighted average of export
prices over the whole of the investigation period with the weighted average of
corresponding normal values over the whole of that period.

The Commission determined a product dumping margin of 15.0%.

The Commission calculated that the volume of goods exported to Australia by TSP that
are dumped over the investigation period is greater than 3% of the total import volume of
wind towers over the same period and is therefore not a negligible volume.

The Commission calculated a dumping margin for all other exporters from China using
verified information from TSP less any favourable adjustments.

Export prices were established under s.269TAB(3) based on verified information from
TSP.
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Normal values were established under s.269TAC(6) based on information verified with
TSP but exclusive of any favourable adjustments.

The all other rate margin calculated is 15.6%.

6.6 Korea

In the verification report of Win&P, normal values and dumping margins were calculated
using data verified with the exporter. The recommendation of the visit team did not
include an amount for profit in the constructed normal value as at that time of the visit an
amount of profit to be added had not been identified.

Following review of the report and information submitted by Win&P, along with other
relevant information, the following normal values and dumping margins in the SEF took
account of an amount for profit in the normal values.

6.6.1 Submissions to the SEF

Win&P provided submissions shortly before the SEF, copies of which were placed on the
public record. The Commission did not address the submissions in the SEF but has
addressed in the submissions in this final report.

Date of sale

Win&P submitted that the material terms of sale were established at the date of contract
and this date should be used for converting the currency of exports into Korean Won.
Win&P argued that the contract is a strict legal agreement which sets out all of the
material terms of the sale between the parties and that the “Change to the Purchase
Order” is not a “change” in any relevant sense and not a change to the material terms of
sale.

The GOK also addressed the date used for currency conversion arguing there was a lack
of consistency in using the contract date material injury purposes but not for currency
conversion. The GOK submitted that the contract date should be used as date of
conversion.

Senvion submitted that the material terms of sale were established at the date of contract
and this date is when rate of currency exchange should be used. Senvion did not
understand how the Commission could assert a sale was lost for assessing injury on the
date the contract was awarded but the material terms of sale were not established until
the delivery had taken place for determining export prices.

Section 269TAF(1) provides that where a comparison of export prices and normal values
requires a conversion of currencies, that conversion, subject to a forward rate of
exchange being used, is to be made using the rate of exchange on the date of the
transaction or agreement that, in the opinion of the Minister, best established the material
terms of the sales of the exported goods.

The Commission is satisfied that Win&P did not enter into a forward exchange contract
for its wind tower exports during the investigation period. As a result, the date that best
establishes the material terms of the sale is the appropriate date for the conversion of
currencies.

The Commission reviewed the information regarding the date used for currency
conversion and accepts that for certain types of tender and capital equipment sales the
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date of contract may be the more appropriate and preferred date. However in this
instance the Commission does not consider that the contract/purchase order date is
suitable.

Win&P argues that any subsequent changes to the purchase order were not changes that
affected the material terms of sale. The issue then is what terms can be considered to be
material to a sale. The Commission notes that this issue was previously considered and
addressed by the Trade Measures Review Officer (TMRO) in his review of a decision to
publish a dumping duty notice in respect of hollow structural sections10.

In that report, the TMRO found that:

Price is a material term, but other terms are also material, for example, the type
and quantity of the goods subject to the order. The time and terms of delivery may
also be considered to be material. It seems reasonable to assume that these terms
are fixed at the time the offer is accepted. Although price may not be fixed, it
seems very likely that the mechanism by which the price is to be determined will be
set out in the contract.

In reviewing documents relevant to the sale of wind towers by Win&P, the Commission
compared the various terms established in the amended purchase orders, the
subsequent commercial invoices and the actual shipping documents. The evidence
shows that:

e The number of sections to be shipped as per the purchase orders did not reconcile
the number of sections identified on the commercial invoice;

e The number of sections identified on the commercial invoices as being shipped did
not reflect the number of sections that were actually shipped;

e payment for was received by Win&P from Senvion which accounted for the number
of sections identified on the commercial invoice and not the number of sections
actually shipped;

e the scheduled delivery dates identified on the amended purchase orders differed to
the actual delivery dates, and

e a number of sections have not yet been shipped to Australia in line with the agreed
delivery schedule even though payment has been received for those goods.

For the reasons outlined above, the Commission does not consider that the purchase
orders are a suitable date to use as the date that best establishes the material terms of
sale.

The Commission considers that the date that best establishes the material terms of sale
is the date of sales revenue recognition in Win&P accounts. This is the date that WIN&P
recognised the amount as a sale as stated in the audited accounts.

SG&A allocations

Win&P submitted that SG&A had been incorrectly calculated by the Commission using
indirect expenses which were not company common expenses, along with research and
development expenses which should not be allocated to the goods.

10 http://www.adreviewpanel.gov.au/site/2012 7.asp - 12 Sept 2012. Para. 177
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The Australian industry submitted that given the difference of views between Win&P and
the Commission over the financial data, the exporter cost information should be
disregarded and the best available information, being the cost construction data in the
application should be used.

The Commission has reviewed the allocation of SG&A expenses following the
submissions and discussions with Win&P. During the verification visit, Win&P was
requested to provide all relevant worksheets and associated calculations to demonstrate
its SG&A figures. The exporter provided two untranslated worksheets which contained
broken links to other worksheets.

Following completion of the verification visit, the Commission calculated Win&P’s SG&A
expenses for wind towers using the spread sheets provided by Win&P and based on its
understanding of those expenses. The calculation of SG&A expenses was based on
actual sales revenue.

At a meeting with Win&P on 26 February 2014, Win&P argued that the SG&A calculations
incorrectly included common expenses of another department in the company common
expenses. Win&P displayed a workbook that showed the original two worksheets plus a
number of other associated worksheets.

It was explained to Win&P that the worksheets provided were not translated and that
SG&A expenses were calculated on an understanding of the information presented at the
visit. It was also pointed out to Win&P that the workbook contained additional worksheets
that were not included in those given to the Commission and that these had been asked
for at the visit.

The exporter questionnaire sent to Win&P on 17 September 2013 states on page 7:

- Identify source documents and advise where they are kept. During on-site verification
you should be prepared to substantiate all the information you have submitted. Every
part of the response should be traceable to company documents that are used in the
ordinary course of business.

- We recommend that you retain all work sheets used in answering the questionnaire, in
particular those linking the information supplied with management and accounting
records. This will help us to verify the information.

The Commission considers that the worksheets help give an understanding of the costs
and reasonableness of allocations and for tracing back to source documents.

Win&P undertook to email the workbook to the Commission with all associated
worksheets. Two single work sheets were emailed with translations for the separate
department headings however the requested associated worksheets were not included in
the workbook.

The Commission considers that the associated worksheets were essential to
understanding Win&P’s costs and allocations. Therefore the Commission has relied on
its understanding of the original worksheets by Win&P at the verification visit and
allocated SG&A using actual revenue.

In calculating and assessing SG&A costs it is the Commission’s preferred method to use
costs as a percentage of sales revenue unless the exporter can demonstrate a different
allocation should apply.

The SG&A costs as presented by Win&P comprised direct costs and company common
costs. The company common costs were allocated to wind towers based on the company
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business plan and not actual revenue. Win&P also provided a company structure showing
the different divisions within the company. The Commission considers that costs from
those divisions would be shared across the wind tower and non-wind tower businesses.

On the issue of Research and Development (R&D) expenditure, Win&P referred to
documentation in a provided business plan as evidence that R&D was a division specific
to non-wind tower products.

The documentation referred to projects underway at the time and to be continued into
2013 for both wind towers and non-wind tower products. The Commission notes that
documents relevant to wind towers state that the purchaser and provider undertake to
work together to develop lower cost solutions. The Commission also notes a wind tower
project that was being developed in conjunction with the purchaser. The Commission
considers that these documents evidence that research and development work is
applicable in relation to wind towers.

The Commission considers that the documentation provided does not support the
contention by Win&P that R&D is division specific to the on-wind tower segment only and
that R&D expenses should be allocated based on revenue share.

The Commission calculated SG&A costs based on its understanding of SG&A expenses
and the allocation as presented at the visit. The calculation showed that wind towers
were allocated what the Commission considers a reasonable share of SG&A costs based
on the information available.

The Commission notes that the SG&A allocation method preferred by Win&P results in
SG&A expenses allocated to the non-wind tower businesses at over double the allocation
to that for wind towers.

Win&P did not provide evidence to justify why the allocation was weighted more heavily to
one sector of the company than the other. As a result, the Commission considers that the
allocation of SG&A expenses as presented by Win&P is not reasonable.

The Commission considers that SG&A expenses based on an allocation of actual
revenue share and the Commission’s understanding of such expenses as presented at
the verification visit reasonably reflects the SG&A expenses for wind towers.

Foreign exchange gains and losses

Win&P submitted that foreign exchange gains and losses were overstated in SG&A
calculations for the 2012 calendar year as no export sales to Australia occurred in 2012.
Win&P provided information to show the only relevant foreign exchanges gains and
losses for 2012 which should be taken into account.

It is noted that Win&P argues that foreign exchange gains and losses are not relevant to
wind towers, as in their view, there were no exports to Australia during 2012. However
foreign exchange gains and losses are relevant to both domestic and export sales.

Establishing the cost to make and sell for like goods sold on the domestic market is
necessary in order to determine whether the relevant domestic sales were sold in the
ordinary course of trade. As noted by Win&P, the foreign exchange gains and losses are
generated as a result of both purchases of imported items and sales of exported goods.

Whilst the Commission accepts that foreign exchange gains and losses from export sales
should not be allocated to the domestic goods, foreign exchange gain and losses from
imported inputs would be relevant to the domestic goods and should therefore be
included in the domestic cost to make and sell.
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The Commission originally allocated foreign exchange gains and losses based on actual
revenue share. Win&P subsequently provided information on what it claimed were
foreign exchange gains and losses relevant to the purchase of imported inputs and to be
allocated to the domestic cost to make and sell.

The Commission does not accept Win&P’s claim. It is clear that not all imported raw
material for 2012 have been provided that would be clearly relevant to domestic and
exported goods. Additionally, Win&P provided no explanation for how relevant expenses
have been allocated.

The Commission rejects Win&P’s claim and calculates foreign exchange gains and losses
by allocating it using actual revenue as was originally done.

Rate of profit

Win&P submitted that the Commission’s miscalculation of costs stemming from the issues
submitted above caused it to conclude that all of Win&Ps domestic sales were at a loss.
Win&P submitted that if SG&A was corrected as it has argued, then there would be
domestic sales sold in the ordinary course of trade that would be relevant for determining
the rate of profit to be used in the constructed normal value.

Win&P submitted that the amount of profit of 3.5% applied using data from the Korean
Statistical Information Service from 2010 was unreasonable as the data was three years
old and included manufactures of items including doors, boilers and nuclear reactors.
Win&P submitted that if a profit is to be applied it must be from the investigation period
using profitability for producers or exporters applying to the same general category of
goods as wind towers.

The Australian industry submitted that the rate of profit of 3.5% proposed in the SEF was
appropriate unless the reports of Win&P indicated a higher rate of profit across the
business enterprise.

Details of the rate of profit calculated and applied by the Commission are at Attachment 1.
In summary none of Win&Ps sales were in the ordinary course of trade, and the
Commission does not have information to identify a profit using actual amounts realised in
the same general category of goods or information to identify a profit using amounts from
other exporters or producers.

The Commission calculated a profit under regulation 181A(3)(c) which allows for a profit
using any other reasonable method. The Commission considers that the profit calculated
using data from the Korean Statistical Information Service is reasonable as it applies to
the manufacture of fabricated and processed metal products. The information is the most
relevant and recent information available to the Commission.

Credit term adjustment

Win&P submitted that domestic credit expenses should be calculated using all sales in
the investigation period using the contract date as the date of sale.

The Commission has reviewed the information submitted by Win&P and agrees that the
credit calculation should be calculated using all sales relating to the contracts in the
investigation period. The credit adjustment has been recalculated.

Packing and handling adjustment

Win&P submitted that the packing and handling costs should be excluded as an
adjustment as they are already included in the cost to make of the exported towers.

REP 221 — Wind towers — China and Korea
39



PUBLIC RECORD

The Commission has reviewed the information submitted and agrees that packing and
handling costs should be excluded from the adjustment as these costs are included the
cost to make and sell for the goods.

6.6.2 Export price

Win&P exported the wind towers to Australia directly to the importer. There was no
evidence that the sales did not reflect arm-length transactions. Accordingly, the
Commission recommends that export prices for sales of wind towers to Australia by
Win&P were determined under s. 269TAB(1)(a) using the invoiced price from the exporter
to the importer.

Export prices were established at a free-alongside-ship (FAS) point.

A weighted average unit export price of wind towers over the investigation period was
calculated comprising:

e a calculated unit price for the invoiced embeds; and
e a calculated unit price for the invoiced wind towers.

6.6.3 Normal values

The Commission found that all sales of wind towers were at a loss and there were no
sales made in the ordinary course of trade. As a result, a normal value is unable to be
determined under s.269TAC(1).

Given the unique nature of wind towers in terms of their technical specifications, exports
to third countries are not considered appropriate for establishing normal values under
S.269TAD(2)(d). Pursuant to s.269TAC(2)(c), normal values were constructed for the
investigation period using:

e the verified cost of production for wind towers supplied to the Mt Mercer project;

e the selling, general and administrative costs incurred in the domestic sale of wind
towers during the investigation period; and

e a profit of 3.5% which reflects the profit achieved by the steel fabrication industry in
Korea in 20101%,

Details of the source and calculation of the profit applied are at Attachment 1 to this
report.

Adjustments have been made to these normal values, in accordance with s. 269TAC(9) of
the Act to ensure a fair comparison of normal value and export price.

Adjustments were made for:

export inland freight;
credit terms; and
export handling charges.

11 Korean Statistical Information Service — 2010 is the most contemporary data available.
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6.7 The Commission’s assessment

A dumping margin for wind towers exported from Korea by Win&P was established in
accordance with section 269TACB(2)(a), by comparing the weighted average of export
prices over the whole of the investigation period with the weighted average of
corresponding normal values over the whole of that period.

The calculations showed that the goods were dumped by a margin of 17.2%.

The Commission calculated that the volume of goods exported to Australia by Win&P that
are dumped over the investigation period is greater than 3% of the total import volume of
wind towers over the investigation period. This volume is not a negligible volume.

The Commission calculated a dumping margin for all other exporters from Korea using
verified information from Win&P less any favourable adjustments.

Export prices were established under s.269TAB(3) based on verified information from
Win&P.

Normal values were established under s.269TAC(6) based on verified information from
Win&P but exclusive of any favourable adjustments.

The dumping margin determined for all other exporters is 18.8%.

Export prices, normal values, dumping margins and volume of exports for TSP and
Win&P are at Confidential Appendix 3.
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7 HAS DUMPING CAUSED MATERIAL INJURY?

7.1 Finding

The Commission has found that wind towers exported to Australia from China and Korea,
at dumped prices, have caused material injury to the Australian industry producing like
goods.

The Commission finds that the Australian industry has suffered injury caused by dumping
in the form of:

loss of sales volume;

loss of market share;

reduced revenues;

price depression;

price suppression;

reduced profits;

reduced profitability;

reduced capacity utilisation;
decline in assets and capital investment;
reduced return on investment; and
loss of employment.

and that this injury is material.
7.2 Australian industry claims

The applicants allege that the Australian industry has suffered material injury caused by
wind towers being exported at dumped prices.

The applicants claimed the industry has been injured through:

loss of sales volume;

reduced market share;
reduced revenues;

price depression;

price suppression; and
reduced profits and profitability.

7.3 Approach to injury analysis

At the consideration stage, the Commission stated in CON 221 that it did not consider it
appropriate to assess the injurious effects of the alleged dumping using trend analysis
over a fixed injury assessment period. Instead, the injury and causal link assessment
would be more meaningful if each tender was examined individually in the first instance,
followed by an overall assessment as to whether injury caused by dumping is material.

The Commission came to this reasoning as the information before it showed:

e Wind towers are made to the purchasers’ specifications on a project-by-project
basis. Therefore, no two wind tower projects are identical. However, each wind
tower must accord with the OEM'’s specifications regardless of its origin;
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e The tender for wind towers may call for ex-works price offers, or pricing delivered
to site. Local currency is used for wind tower pricing. However, at times tenders
call for offers based on a mix of free-issue material components; and

e The time lag between the awarding of the tender and the actual delivery of the
wind towers may result in injury being experienced a considerable time after the
tender has been lost.

Following verification of information with importers, exporters and industry the
Commission remains of the view that the injury analysis, as detailed in this section,
should be primarily based on information in respect of specific tenders.

The period between awarding a contract and the first supply and thus recognition of
supply may be up to nine months whilst the supply and revenue recognition of wind
towers for a project can occur over a two year period.

As noted at Section 4 each wind tower project may be unique in its requirements which
affects pricing and costs through factors such as the number of towers required, the
specifications for those towers, the delivery terms and the free issue items provided for in
the tender.

The Commission has treated the date of awarding the contract for a tender as the
effective date of sale in its analysis, as effectively from this date the sales in terms of
future revenue and volumes has been awarded to the successful party.

The Commission has examined the tenders that were contracted during the investigation
period for causal link and material injury analysis. The tenders over the injury period have
been examined for the analysis of the market and industry performance.

During the investigation period Keppel Prince, Haywards, RPG and E&A Contractors all
tendered for and/or were awarded contracts for wind tower projects.

Keppel Prince tendered for all available contracts and was awarded 81 wind towers whilst
E&A Contractors was awarded 20 towers. E&A Contractors only commenced
manufacturing wind towers in the last quarter of the investigation period.

Haywards successfully tendered for a project during the injury analysis period. However,
the contract date for the project occurred prior to the investigation period. Whilst
Haywards undertook production of wind towers during the investigation period and is
therefore a part of the Australian industry, it made no sales during the investigation period
which could be examined for the purposes of establishing a causal link between dumping
and injury suffered.

Therefore, in examining the material injury claims made by the applicants, the
Commission has relied on sales information by Keppel Prince. As Keppel Prince is the
major Australia producer of wind towers over the investigation period, Keppel Prince’s
economic condition is considered to be representative of the Australian industry as a
whole.

7.3.1 Cumulation of injury

Subsection 269TAE(2C) provides for consideration of the cumulative effect of exports
from different countries, if, after having regard to:

¢ the conditions of competition between the exported goods; and
¢ the conditions of competition between the exported goods and the like goods that
are domestically produced;
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the Parliamentary Secretary is satisfied that it is appropriate to consider the cumulative
effects.

Based on the information provided in the application and gathered and verified during the
investigation, the Commission is satisfied that in respect of the market for wind towers
that the conditions of competition between imported and domestically produced like
goods appear to be similar.

As discussed at Section 3, the Commission is satisfied that wind towers manufactured by
the Australian industry are like to the imported wind towers, including similar primary
physical characteristics, similar end-uses, and imported wind towers and locally
manufactured wind towers compete in the same market.

The Commission considers that it is appropriate to consider the cumulative effect of the
imports wind towers from China and Korea.

7.4 Volume effects

In assessing volume effects the Commission has examined the number of wind towers
placed for tender over the investigation period, the number of wind towers that Keppel
Prince successfully bid for, and the number of wind towers where Keppel Prince was
unsuccessful.

There were 291 towers over five projects available for tender, with Australian industry
being awarded a total of 101 towers, 56 were awarded to China, 64 to Korea and 70 to a
country not the subject of investigation.

The Commission requested information in relation to lost bids, Keppel Prince claimed it
had bid for and lost the following tenders in the investigation period to the allegedly
dumped imports from China and Korea.

e The Gullen Range project in NSW comprised 73 wind towers, Keppel Prince
qguoted for 73 towers and was awarded 17 towers whilst 56 towers were sourced
from China.

e The Snowtown Il project in South Australia comprised 90 wind towers, Keppel
Prince quoted for 90 and was unsuccessful, E&A Contractors were awarded 20,
whilst 70 were sourced from a country other than China or Korea.

e The Mt Mercer project in Victoria comprised 64 wind towers, Keppel Prince quoted
for 64 and was unsuccessful with the 64 wind towers sourced from Korea.

All of the above tenders were awarded in the 2012 calendar year. The total available for
tender was 240 wind towers of which Keppel Prince was successful in obtaining 30 wind
towers and another industry member E&A obtained 20 wind towers.

There was one tender available in the first six months of 2013 that is part of the
investigation period, the Taralga project in Victoria that comprised 51 wind towers.
Keppel Prince quoted for and was awarded all 51 towers.

The industry market share for the 2012 calendar year and the investigation period is the
lowest it has been over the injury analysis period, falling to below 60% during the
investigation period.

The Commission analysed the tendered prices from the Australian industry and
corresponding prices from Chinese and Korean exporters for the Mt Mercer (64 towers)
and Gullen Range (56 towers).
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The analysis shows that the prices from China and Korea substantially undercut the
prices of the industry in the range of 10 to 20%. The Commission considers that it is
reasonable to conclude that the amount of the undercutting was the prime factor in the
decision to award the contracts to Korea and China.

The Commission then analysed the contracts based on un-dumped prices and considers
that, had the wind towers from China and Korea been offered at un-dumped prices, the
Australian industry would have been considerably more competitive in the tenders.

The Commission considers that based on correspondence gathered during the
investigation and taking into account movements in prices, the tender bids of competing
parties and the dumping margins found, the Australian industry would likely have been
successful in both tenders that it lost to China and Korea.

The Commission finds that the dumped exports from China and Korea contributed to the
injury suffered by the Australian industry in the form of lost actual and potential sales
volumes and reduced market share over the investigation period.

7.5 Price effects

Price depression occurs when a company, for some reason, lowers its prices. Price
suppression occurs when price increases for the company’s product, which otherwise
would have occurred, have been prevented.

Gathered information in relation to the Mortons Lane project for 13 wind towers shows
that Keppel Prince reduced its prices on several occasions. The information also showed
that industry’s prices were in direct competition to dumped imports which were
undercutting Keppel Prince’s tender offer.

Gathered information in relation to the Gullen Range project for the 17 towers, 85 metres
high designed for a 1.5 MW capacity also shows that Keppel Prince reduced its tender
offers in response to feedback from tenderers. As outlined earlier, competing dumped
import prices were significantly undercutting Keppel Price’s tender offers.

Keppel Prince claimed that all bids are assessed on the basis of their gross profit
contribution to the company, and that it had experienced a fall in its gross profit and net
profit margins. The Commission compared the margins that Keppel Prince achieved over
the injury period as shown in Figure 2 below.
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Figure 2 — Keppel Prince gross margin analysis

The chart shows that Keppel Prince’s margins increased in 2009 before decreasing in
2010 and 2012. Keppel Prince did not win any tenders in 2011.

The Commission considers that on the basis of this information that Keppel Prince has
suffered injury in the form of price suppression.

The Commission finds that the undercutting caused by the offers of dumped imports on
the Mortons Lane and Gullen Range (17 towers) projects contributed to the price
depression and suppression that the Australian industry experienced as it reduced prices
in response to the dumped price offers.

Taralga

The Taralga tender was for 51 wind towers, the tender for the 51 towers was won by
Keppel Prince. Keppel Prince claimed that price pressures it was experiencing for
Taralga were from wind towers sourced from China.

Available information appears to support the claims of price pressures from China.
However as wind towers from China were not found to have been exported for this project
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and the only exports determined to be dumped from China were for Gullen Range, the
Commission is unable to establish a link between dumped prices from China to the
claimed injury. The Commission has not attributed any injury suffered by the Australian
from the Taralga project to that caused by the dumped exports.

7.6 Profit effects

The Commission assessed profit effects based on verified information from Keppel
Prince.

Figure 2 on the gross margin analysis in the previous section shows that Keppel Prince’s
profitability has been declining from 2009. Keppel Prince’s level of profits are determined
by the number of tenders it wins in the market and in a fluctuating market its’ profits are
affected as much by the number of tenders available to supply.

Given that Keppel Prince lost volumes, suffered price depression and price suppression
in 2012 which can be attributable in part to dumped imports, the Commission finds that
the Australian industry has suffered injury caused by dumping in the form of reduced
profits and profitability.

7.7 Other economic factors

Section 269TAE(3) of the Act provides a reference to other relevant economic factors to
have regard to in determining whether material injury to an Australian industry has been
caused.

The Commission examined data from Keppel Prince relating to other economic factors to
see whether they supported or detracted from the volume, price and profitability
indicators. All references to years are calendar years unless stated otherwise.

7.7.1 Assets

The value of assets in the production of wind towers has declined since 20009.

7.7.2 Capital investment
Capital investment increased from 2009 to 2011 but has steadily fallen since then.

Keppel Prince provided copies of minutes of board meetings to show that it had plans to
invest more in its wind towers business through increasing its capacity. Keppel Prince
claimed that these plans were contingent on Keppel Prince being able to secure wind
tower contracts and the planned expansion was put on hold due to the entry of the
alleged dumped imports from China and Korea

7.7.3 Research and development (R&D) expenditure

R&D expenditure was not provided.

7.7.4 Revenue

Revenue is influenced by the type of wind towers awarded for tender, for example height
and inclusion of embeds and internals and the terms of delivery, for example free on truck
or ex-works.
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Revenue for wind towers was relatively stable from 2009 to 2010 and has decreased in
2012. This decrease can be attributed to Keppel Prince not winning tenders for Gullen
range and Mt Mercer in 2012.

7.7.5 Return on investment

Return on investment, measured as earnings before interest and tax over total assets, fell
consistently from 2009 to 2103.

7.7.6 Capacity

Capacity for the production of wind towers per year has remained constant over the
period.

7.7.7 Capacity utilisation

Capacity utilisation fell from 2009 to 2010 and has fallen steadily since then.

7.7.8 Employment

Employment was relatively stable from 2009 to 2011 but staff numbers have reduced
each year since then.

7.7.9 Productivity

Productivity, measured as the number of wind tower units produced per person, was
relatively stable in 2009, 2011 and 2012 with declines in 2010 and the half year to June
2013.

7.7.10 Wages

The wage bill declined from 2009 to 2012, increased in 2011 and decreased from then in
line with production.

7.8 Commission’s assessment

The Commission considers that price was the predominant factor in the awarding of
tenders and choice of supplier.

The Commission has found that dumped imports from China and Korea have caused lost
sales volumes, price depression, price suppression and loss of profits and profitability.

The Commission considers that the decline in assets and capital investment is mainly due
to the dumped imports from China and Korea. Evidence provided by Keppel Prince
supports the contention that a planned increase in capacity, and thus also assets, was put
on hold due to the failure to win tenders that were lost to the dumped imports from China
and Korea.

Further, the Commission regards the decrease in revenues and return on investment as
being due to the dumped imports from China and Korea. The decrease in revenues can
reasonably be attributed to lost revenue from tenders lost to dumped imports and lost
revenue from price depression caused by dumped import offers.
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The Commission considers that the loss in capacity utilisation, decreases in employment
and the wages bill are due to tenders lost to the dumped imports from China and Korea,
which had they not been lost would have seen increased production.

7.9 Other causes of injury

The Commission is required to consider whether injury to an industry is being caused or
threatened by a factor other than the dumped importsi2.

The applicants noted that the strong Australian dollar has made imported wind towers
more affordable but submitted that if the strong Australian dollar was the only factor
affecting the affordability and price competitiveness of imported wind towers, then it would
expect to see strong gains in market share from other import sources besides China and
Korea. The applicants stated that the impact of the strong Australian dollar does not
detract from the submission that dumping has caused material injury to the Australian
industry.

The applicants noted that demand for the supply of wind towers in the Australian market
is driven by government renewable energy policy that saw the Australian market contract
in 2010 and 2011. The applicants submitted that notwithstanding the contraction in the
size of the Australian market, the Australian industry lost market share to dumped imports
in 2010, before recovering in 2011 and again losing market share in a growing market in
2012.

The applicants stated that they have always satisfied the qualification standards of its
OEM clients for quoted Australian wind farm projects and submitted that the issue of
gualification has never been a factor causing it not to be awarded a project.

The applicants submitted that the factors other than dumping did not detract from the
conclusion that material injury is based on the price, volume and profit factors caused by
the dumped imports.

7.10Submissions to the investigation

7.10.1 Market characteristics

Goldwind submitted that markets with lower levels of concentration such as that in
Australia, are generally characterised by lower prices and/or higher levels of service as
firms must compete against each other for any given sale to remain viable. In such
markets firms must innovate and maximise efficiencies to remain competitive. Goldwind
saw the Australian market as very volatile and highly concentrated.

Goldwind stated that it preferred to procure wind towers locally and can and does pay a
premium but its ability to do so is limited by the economics of its projects and its
competitor’s projects.

In its response to SEF 221, Goldwind submitted that it should be clearly stated whether
the capacity of the industry is appropriate for the market size and details of market size
and capacity should be provided.

12 gybsection 269TAE(2A)
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Senvion submitted that the appreciation of the Australian dollar, demand variability in the
Australian market, local transport costs and lower economies of scale for Australian
producers also needed to be taken into account in the injury assessment. Senvion also
guestioned industry market figures and whether the wind tower market would double in
the next years due to uncertainty over renewable energy targets.

Titan submitted other factors causing injury to the industry were costs (only one supplier
of steel plate), economies of scale and efficiencies, higher labour costs, the fragmented
nature of the market, inexperience and the lack of bargaining power on raw material
costs.

GE submitted that the Commission should consider local factors (such as input and
compliance costs) undermining industry competitiveness, uncertainty in the renewable
energy market and the high Australian dollar.

GE noted that the financing of $37.5 million by the Clean Energy Finance Corporation
(CEFC) to another Australian wind farm project to facilitate the use of Australian
engineered and built wind towers highlighted the need to the need to further develop the
manufacturing and supply chain capacity.

Keppel Prince claimed that the level and impact of dumping was greater than the effect of
currency movements. Whilst market variability was a concern, the injury caused by
dumping was more severe and outweighed any volume scale advantages overseas
manufacturers may have.

Keppel Prince argued that the CEFC financing enabled the local supply of towers during
the period of investigation which allowed the Australian supply chain to be fully optimised.

Non-price related factors

Senvion submitted that wind tower suppliers have become more specialised as they
supply wind turbine manufacturers for different wind farm projects around the world. This
is to be contrasted with the Australian industry which has not specialised in wind tower
production and does not export wind towers.

Senvion further submitted that with this global supply chain a range of criteria is used to
select a supplier. Senvion summarised its criteria as:

1. High quality products and associated services;
2. Internal design certification;
3. Meeting customer deadlines;
4. Production of compete wind towers; and
5. Price.
Senvion submitted that whilst price is an important consideration, a supply contract can

only be issued to an accredited supplier or suppliers that can achieve accreditation within
the project delivery timeframes.

Senvion also stated that accreditation can lapse where a supplier has not manufactured
products within a defined period. The sporadic and inconsistent demand in Australia
meant that local suppliers were more likely to need re-accreditation, however the short
deadlines do not allow sufficient time to qualify local wind tower suppliers.

In its response to SEF 221, Senvion reiterated its earlier view that if a supplier does not
provide products for a certain period it loses accreditation as happened in Australia. Pre-
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qualification is required to ensure required high standards for products and tight project
timeframes meant qualification could not be done in parallel with the tendering process.

Senvion further submitted that even if price was the determining factor (which Senvion
denied it was) the exported wind towers at an un-dumped price would not have changed
the selection of the tower supplier.

Finally, Senvion claimed that the procedure of encouraging suppliers to reconsider their
offers is routine and does not reduce the importance of other project criteria such as
product quality, production capability and project deadlines.

Goldwind agreed with the Senvion submission that tenders for wind towers are not solely
price related and that a causal link needed to be demonstrated between any injury
suffered and dumping.

Keppel Prince disagreed with claims by Senvion about the industry not being specialised,
claiming it invested heavily in specific tower manufacturing plant and equipment and
tower revenue was a major source of income over the past decade. It also refuted claims
that Australian made towers have issues relating to quality, reliability and supply and
submitted that it had a long track record of reliability and quality.

Keppel Prince also submitted that up until the Mt Mercer project, it had manufactured all
of the Senvion towers in Australia and that it had been informed by Senvion that the pre-
qualification process for 2012 would not disadvantage the local suppliers in the tender.
Keppel Prince’s understanding was that it was always eligible to manufacture towers
under supervision from Senvion and it did not go through the pre-qualification audit until
after the tender was awarded.

Titan submitted that price was not the determinative element in tender selections and that
no causal link can be found between the alleged dumping and the alleged injury. Titan
submitted that the following five elements were the determinative factors:

Reputation/quality;

Ability to deliver on time;

Commercial/ payment terms;

Costs of raw material — steel/ flanges/ internals; and
Tower supplier fabrication price.

agrwnrE

7.11The Commission’s assessment

7.11.1 Market characteristics

The Commission reviewed relevant information in relation to the tenders that took place
during the investigation period along with Australian industry’s production capacity. The
information shows that the applicants had the capacity to handle the available tenders.

The Commission accepts that the dynamics of the Australian market are changing due to
uncertainty surrounding renewable energy targets. The Commission also notes the
various characteristics identified by interested parties in the Australian market that would
impact on the Australian industry’s competitiveness.

However the Commission does not consider that these issues diminish the strong and
specific evidence in respect of the particular tenders that took place during the
investigation period. The information showed that price was a critical factor in the decision
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to award tenders to the suppliers under investigation and that the applicant’s would have
been competitive if competing against undumped prices in the market.

The Commission has not separately assessed the effect of the appreciation of the
Australian dollar as an injury effect except to note that imports would be more price
competitive. This increased competitiveness would necessarily mean that industry could
expect lower prices, profits and profitability due to the change in the dollar.

7.11.2 Imports from countries not under investigation

As noted in section 7.4 of this report, The Snowtown Il project in South Australia
comprised 90 wind towers with the majority being were awarded to a supplier from a
country other than China or Korea. The successful supplier for this tender has not
appeared in any of the other tenders that took place during the investigation period.

The Commission considers that the industry has suffered injury as a result of the
Snowtown Il project through loss of sales volumes, loss of market share, reduced
capacity utilisation and reduced revenues and loss of profits and profitability. As a result,
none of the injurious effects stemming from this lost tender have been attributed to
dumped exports from China or Korea.

Senvion claims that tender offers made by suppliers from countries not subject of the
investigation were more competitive than those from Australian manufacturers. To
conclude that the Australian industry would not have won the Mt Mercer tender in a
market unaffected by dumping requires the Commission to enter a difficult area as it
involves speculating on what might have happened in hypothetical situations.

The difficulty of this task is increased by:

. the importance of factors other than price to the purchasing decision and the fact
that the lowest priced option is not always preferred — therefore the Commission
cannot deduce a likely outcome from the prices tendered;

. in most cases, the lack of documentation which would clearly indicate which party
would have been successful in the absence of dumped goods; and

. the distortion to the market and prices offered in tenders by other bidders who were
aware of the presence of dumped goods from Korea and the prices at which these
goods were being offered to and selected by the Australian market.

Senvion appears to be suggesting that the Commission should not regard as injury the
tender won by Win&P unless there was evidence that the Australian industry would have
won the tender in the absence of dumped goods.

The Commission considers that unless there is strong and positive evidence that the
Australian industry would not have won the tender it is reasonable to conclude that the
tenders won at dumped prices have caused or threatened injury to the Australian
industry.

7.11.3 Non-price related factors

The Commission considers that price was the predominant factor in the awarding of
tenders and choice of supplier. In the case of the Mt Mercer project, the Commission
notes correspondence from Senvion advising Australian producers that their prices were
not competitive and encouraging them to reconsider their offers. Further correspondence
shows that after the tender was awarded to Win&P with the lowest tender price, Senvion
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informed Keppel Prince that it was unsuccessful and its price was significantly higher than
the successful tender offer.

At no point during the tender negotiations did Senvion inform Keppel Prince that it had not
met pre-qualification. In fact, the evidence appears to confirm that pre-qualification was
not an issue as previous projects had involved towers being manufactured under
supervision whilst the relevant suppliers were undergoing pre-qualification certification.

In the case of the Gullen Range project, the Commission also notes correspondence
between the relevant parties during the tender process. In particular, Goldwind informing
local suppliers that they were not competitive and urging them to consider making revised
offers.

The Commission is of the view that the available evidence demonstrates that price was a
critical factor in the decision to award the Mt Mercer and Gullen Range projects to
dumped imports.

The Commission also accepts that exports by Win&P at the undumped normal value
would have remained competitive against other tender offers. However, an analysis of
pricing for six other wind farm projects, including Gullen Range and Mt Mercer found
evidence that prices from local suppliers need not have been the lowest in order to win
some part or all of the towers on offer. This was confirmed by Goldwind in its submission
to the investigation.

Further, it is reasonable to expect that had Win&P tendered an undumped price, the
Australian industry members may have chosen to offer a further reduced price in an
attempt to win the tender.

The Commission recognises that factors other than prices were relevant to the decision to
award the tender. However, the evidence ultimately showed that price was a critical and
determinative factor.

7.12Materiality of injury caused by dumped exports

7.12.1 Introduction

This section examines whether dumped imports of wind towers from China and Korea
have caused material injury to the Australian industry.

The Parliamentary Secretary may publish a dumping duty notice, and impose
anti-dumping measures on future exports of like goods, where the Parliamentary
Secretary is satisfied that:

- the amount of the export price of the goods is less than the amount of the normal
value of those goods; and

- because of that, material injury to the Australian industry producing like goods has
been or is being caused or is threatened, or the establishment of an Australian
industry producing like goods has been or may be materially hindered; or

- in a case where security has been taken under section 42 in respect of any interim
duty that may become payable on the goods under section 8 of the Dumping Duty
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Act — material injury to an Australian industry would or might have been caused if
the security had not been takeni3.,

The Parliamentary Secretary may publish a dumping duty notice, and impose anti-
dumping measures on future exports of like goods, where the Parliamentary Secretary is
satisfied that:

- the amount of the export price of the goods is less than the amount of the normal
value of those goods; and

- the amount of the export price of like goods that may be exported to Australia in
the future may be less than the normal value of the goods; and

- because of that, material injury to the Australian industry producing like goods has
been or is being caused or is threatened, or the establishment of an Australian
industry producing like goods has been or may be materially hindered4.

7.12.2 Materiality

The Commission has found that exports of wind towers from China and Korea were
dumped with margins of 15.0% and 17.2% respectively. The volume of dumped exports
was not negligible.

The assessment of the materiality of the injury is based solely on the effects of the
dumped exports from China and Korea.

The Commission has found that the Australian industry suffered injury in the form of loss
of sales volumes, loss of market share, price depression, price suppression, reduced
profits and profitability, decline in assets and capital investment, decrease in revenues
and return on investment, loss in capacity utilisation, decreases in employment and the
wages bill are mainly due to tenders lost to the dumped imports from China and Korea.

In assessing whether the injury caused by dumping is material, the Commission has
calculated the revenue lost from the Mt Mercer and Gullen Range (56 towers) tenders.
The Commission has calculated this lost revenue to be in a range of $55 to $65 million
dollars in a market calculated in the investigation period to be worth between $110 to
$130 million dollars. The Commission considers this loss of revenue to be material and
the injury from this lost revenue to be material.

The Commission has calculated the effect of the price depression and price suppression
from the Mortons Lane and Gullen Range (17 towers) projects on revenue and profits and
profitability. The Commission has calculated the reduction in revenue as being significant
and contributing to the materiality of the injury. The resulting impact on profitability is in
ten percentage points and the Commission considers this contributed to the materiality of
the injury.

The Commission has calculated the effect of the lost sales volumes on capacity
utilisation, these calculation shows that capacity utilisation was more than half of what it
would be expected if the tenders had not been lost. The Commission considers this
reduction in capacity utilisation contributed to the materiality of the injury. The
Commission calculated the effect of reduced production and sales volumes from the lost
sales and estimates that the difference to be around 33% in sales costs and a significant

13 5.269TG(1)

14 5.269TG(2)
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increase in divisional costs. These costs are affected by the amount of wind towers
produced and sold and lower volumes will lead to increased costs that affect profits and
profitability. The Commission considers the effect of reduced production and sales
volumes on costs, and ultimately profits, and profitability, contributes to the materiality of
the injury.

Based on the above assessments the Commission finds that the injury caused by the
dumped exports of wind towers from China and Korea is material.

7.13The Commission’s assessment

The Commission finds that wind towers exported to Australia from China and Korea at
dumped prices has caused material injury to the Australian industry producing like goods.
The Commission finds that the Australian industry has suffered material injury caused by
dumping in the form of:

loss of sales volume;

loss of market share;

reduced revenues;

price depression;

price suppression;

reduced profits;

reduced profitability;

reduced capacity utilisation;
decline in assets and capital investment;
reduced return on investment; and
loss of employment.

Details and calculations for injury, pricing and material injury caused by the dumped
goods are at Confidential Appendix 4.
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8 WILL DUMPING AND MATERIAL INJURY CONTINUE?

8.1 Findings

The Commission makes a finding that exports of wind towers from China and Korea in the
future may be at dumped prices and that continued dumping may cause further material
injury to the Australian industry.

8.2 Dumping

The Commission’s dumping analysis found that wind towers exported from China and
Korea during the investigation period were found to be at dumped prices, with dumping
margins of 15.0% and 17.2% respectively.

The Commission understands that tender contracts continue to be assessed by importers
and end-users and that exporters of the dumped goods from China and Korea continue to
submit tender offers for the supply of those contracts. The Commission notes that the
wind towers exported from China and Korea have a significant share and influence in the
Australian market.

The Commission considers that dumping will continue if anti-dumping measures are not
imposed.

8.3 Material injury

The Commission has reviewed the Australian industry’s performance over the injury
analysis period and has made a finding that wind towers exported at dumped prices from
China and Korea has caused material injury to the Australian industry.

The Commission considers that the continuation of price competition from dumped
imports from China and Korea is likely to have a continuing adverse impact on the
Australian industry in the lost sales volumes and revenues, price depression and price
suppression, reduced profits and profitability, reduced revenues and reduced capacity
utilisation.

Based on the available evidence, the Commission makes a finding that exports of wind
towers from China and Korea in the future may be at dumped prices and that continued
dumping may cause further material injury to the Australian industry.
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9 NON-INJURIOUS PRICE

9.1 Assessment of NIP

The Commission has assessed that it is appropriate to recommend that the non-injurious
price of the goods exported to Australia be set by reference to the corresponding normal
values during the investigation period.

9.2 Introduction

Dumping duties may be applied where it is established that dumped imports have caused
or threaten to cause injury to the Australian industry producing like goods. The level of
dumping duty cannot exceed the margin of dumping, but a lesser duty may be applied if it
is sufficient to remove the injury. This lesser duty provision is contained in the World
Trade Organization Anti-Dumping Agreement and the Customs Tariff (Anti-Dumping)
Act 1975.7

The calculation of the NIP provides the mechanism whereby this lesser duty provision is
given effect. The NIP is the minimum price necessary to prevent the injury, or a
recurrence of the injury, caused to the Australian industry by the dumping and
subsidisation™®.

Anti-dumping measures are based on free-on-board (FOB) prices in the country of export.
Therefore a NIP is calculated in FOB terms to compare to the country of export.

9.3 Unsuppressed selling price

9.3.1 Submissions
The Australian industry submitted that the NIP should be set at normal value level.

9.3.2 The Commission’s assessment

The Commission generally derives the NIP by first establishing a price at which the
Australian industry might reasonably sell its product in a market unaffected by dumping.
This price is referred to as the unsuppressed selling price (USP).

The Commission considers that a USP cannot be established in relation to wind towers
produced by the Australian industry.

Each wind tower is a unique product with many variables and differences in technical
specifications, delivery terms and payment terms and inclusions of free items that affect
the pricing.

The range of pricing that could apply to wind towers means it is unrealistic to establish a
USP that could be used to derive a NIP that would apply to future imports of wind towers.

15 Subsection 8(6) of the Customs Tariff (Anti-Dumping) Act 1975

16 The non-injurious price is defined in section 269TACA
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The Commission considers that it is appropriate to recommend that the non-injurious
price of the goods exported to Australia be set by reference to the corresponding normal
values during the investigation period.
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10 PROPOSED MEASURES

10.1Background

Recent changes to the legislation allow the Parliamentary Secretary to utilise additional
methods of calculating the interim dumping duty beyond the single form that was
previously available in the Act. The new forms of duty are prescribed in the Customs
Tariff (Anti- Dumping) Regulation 2013 and include:

e Combination of fixed and variable duty method;
e Floor price duty method,;

e Fixed duty method ($X per tonne); or

e ad valorem duty method (ie a percentage of the export price).

10.2Proposed measures

The Commission proposes to recommend to the Parliamentary Secretary that a dumping
duty notice be published in respect of wind towers exported from China and Korea to
Australia for all exporters.

The lesser duty rule can only reduce the amount of interim dumping duty where the NIP is
lower than the ascertained normal value (the export price plus the dumping margin).

For all goods the NIP has been set at the level of the normal values for respective
exporters. This means that the lesser duty rule does not come into effect and the
proposed measures are linked to the full margin of dumping.

The Commission proposes to recommend that the dumping duties take an ad valorem
form to be calculated as a percentage of the particular export price.
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11 RECOMMENDATIONS

The Commissioner is satisfied that:

the dumping of wind towers exported to Australia from China and Korea has
caused material injury to the Australian industry producing like goods.

The Commissioner recommends the Parliamentary Secretary impose:

dumping duties on wind towers exported to Australia from China and Korea.

The Commissioner recommends the Parliamentary Secretary be satisfied:

in accordance with s.269TAAD(1), that like goods sold in the country of export
(Korea) in arms’ length transactions in substantial quantities during an extended
period for home consumption:

- ataprice that is less than the cost of such goods and;

- it is unlikely that the seller of the goods will be able to recover the cost of
those goods within a reasonable period,;

the price paid for those goods is taken to not have been paid in the ordinary course
of trade;

in accordance with s.269TG(1) the amount of the export price of wind towers that
has been exported to Australia from China and Korea is less than the amount of
the normal value of those goods and because of that, material injury to the
Australian industry producing like goods has been, or is being caused;

in accordance with s.269TG(2) the amount of the export price of wind towers
already exported to Australia from China and Korea is less than the amount of the
normal value of those goods and the export price of the goods that may be
exported to Australia from China and Korea in the future may be less than the
normal value of the goods and because of that, material injury to the Australian
industry producing like goods has been, or is being caused.

The Commissioner recommends the Parliamentary Secretary determine:

in accordance with s.269TAB(1)(c) the export prices for exports by TSP be
calculated having regard to all the circumstances of the exportation;

in accordance with s.269TAC(2)(c), the cost of production or manufacture of wind
towers in the country of export, and the administrative, selling and general costs
associated with the sale and the profit on that sale;

in accordance with s.269TAAD(4), the amounts for the cost of production or
manufacture of wind towers in the country of export and the administrative, selling
and general costs associated with the sale of those goods;

in accordance with regulation 180(6) the costs of steel plate and flanges for the
wind towers manufactured by TSP do not reasonably reflect competitive market
costs;

in accordance with regulation 181A(7) the administrative, general and selling costs
for the wind towers manufactured by Win&P do not reasonably reflect those costs
associated with the sale of those goods;

in accordance with regulation 181A(7) the negative finance costs in the amounts
for administrative, selling and general costs in the records of TSP are not reliable
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as those amounts do not reasonably reflect the administrative, general and selling
costs associated with the sale of the like goods;

in accordance with s.269TAC(5B) and regulation 181A(3)(c) the amount to be the
profit on the sale of the goods by Win&P under s.269TAC(2)(c)(ii);

in accordance with s.269TAC(5B) and regulation 181A(2) the amount to be the
profit on the sale of the goods by TSP under s.269TAC(2)(c)(ii);

in accordance with s.269TACB(1), by comparison of the weighted average of
export prices during the investigation period and the weighted average of normal
values during that period, that exports of wind towers from China and Korea were
dumped;

in accordance with s. 269TACB(2)(a) by comparison of the weighted average of
export prices during the investigation period and the weighted average of normal
values during that period, that exports of wind towers from China and Korea were
dumped;

in accordance with s.269TAB(3) the export prices for exports by all other exporters
from China be determined by having regard to all relevant information;

in accordance with s.269TAC(6) the normal values for exports by all other
exporters from China be determined by having regard to all relevant information;
in accordance with s.269TAB(3) the export prices for exports by all other exporters
from Korea be determined by having regard to all relevant information;

in accordance with s.269TAC(6) the normal values for exports by all other
exporters from Korea be determined by having regard to all relevant information.

The Commissioner recommends the Parliamentary Secretary adjust:

in accordance with s.269TAC(9), the ascertained normal values for China and
Korea be adjusted as are necessary to ensure that the normal values so
ascertained are properly comparable with the export prices of the goods.

The Commissioner recommends the Parliamentary Secretary compare:

in accordance with s.269TACB(2)(a), the weighted average of export prices over
the whole of the investigation period with the weighted average of corresponding
normal values over the whole of that period.

The Commissioner recommends the Parliamentary Secretary declare:

in accordance with s.269TG(1), by public notice, that section 8 of the Dumping
Duty Act applies to:

o0 wind towers exported by all exporters from China and Korea to the extent
permitted by s.269TN; and

o like goods that were exported to Australia by all exporters from China and
Korea after the delegate of the Commissioner made a PAD under s.269TD
on 6 December 2013 but before publication of the notice, to the extent
permitted by s.269TN.

in accordance with s.269TG(2), by public notice, that section 8 of the Dumping
Duty Act applies to like goods that are exported to Australia by all exporters from
China and Korea after the date of publication of the notice.
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12 APPENDICES AND ATTACHMENTS

Attachment 1

Calculation of profit Win&P

Attachment 2 Notices
Confidential attachment 1 Schedules
Confidential appendix 1 Market
Confidential appendix 2 Steel uplift

Confidential appendix 3

Export prices, Normal Values,
Dumping Margins, volume of exports.

Confidential appendix 4

Pricing, injury, materiality and causal
link.
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ATTACHMENT 1 — CALCULATION OF PROFIT WIN&P

Where normal values are established under subsection 269TAC(2)(c)(ii) subsection
269TAC(5B) says the profit on that sale must be worked out as the regulations provide.

The regulation applying to the determination of profit is regulation 181A of Custom
Regulations 1926 made under the Act.

Under regulation 181A(2) a profit should be worked out using data relating to the
production and sales of like goods by the exporter in the ordinary course of trade. None
of Win&Ps sales were in the ordinary course of trade.

Regulation 181A(3)(a) allows for a profit using actual amounts realised in the same
general category of goods. The Commission does not have information to identify such
amounts.

Regulation 181A(3)(b) allows for a profit using amounts from other exporters or
producers. The Commission does not have information to identify such amounts.

The Commission has calculated a profit under regulation 181A(3)(c) which allows for a
profit using any other reasonable method.

The Commission referenced various websites searching for data relating to profits for
wind tower manufacturers. There was no data available.

The Commission then accessed data from the Korean Statistical Information Service at
http://kosis.kr/eng/search/search 001000.jsp .

The Commission downloaded from the site a table of Korean Statistical Information
Service Indicators of profit and productivity and stability for 2010. Within the table was
data relating to the manufacture of Fabricated and Processed Metal Products (excludes
machinery and furniture).

The Commission calculated from this data a weighted average profit on sales revenue of
3.34%. This profit was then grossed up to 3.5% to apply to the calculated cost to make
and sell for the normal value.

The data used is the most up to date information that the Commission found on that was
relevant to the industry segment that the Commission considers would apply for
manufacturers of wind towers. The Commission considers that the profit calculated is
reasonable as it applies to the manufacture of fabricated and processed metal products.
The Commission considers this category would apply to the manufacturer of wind towers.

The Commission has calculated a weighted average profit from the data. Regulation
181A(4)(c) notes that where a method is used under regulation 181A(3)(c) such an
amount worked out should not exceed the amount of profit realised by other exporters
and producers on sales of the same general category of goods.

The Commission does not have information to identify such amounts and considers that
calculating a weighted average profit from the data is reasonable.

The Commission recommends that the Parliamentary Secretary determine a profit using
the data relating to the manufacture of Fabricated and Processed Metal Products.

Data tables and the calculation of the profit from the tables are set out on the following
pages.
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Anti-dumping Commission calculation of profit under 269TAC(2)(c)INV 221 Wind Towers

Manufacture of Fabricated and Processed Metal Products, Except Machinery and Furnitu

Category
By industry Manufaturing | Profit Ratio
The net profit ratio for this term< -10% 963,496 -10
-10% <The net profit ratio for this term< -8% 305,446 -9
-8% <The net profit ratio for this term<-6% 149,056 -7
-6% <The net profit ratio for this term< -4% 393,130 -5
-4% <The net profit ratio for this term<-2% 504,177 -3
-2% <The net profit ratio for this term< 0% 118,724 -1
0% <The net profit ratio for this term< 2% 3,935,276 1
2% <The net profit ratio for this term< 4% 5,392,702 3
4% <The net profit ratio for this term< 6% 2,944,785 5
6% <The net profit ratio for this term< 8% 1,426,894 7
8% <The net profit ratio for this term< 10% 1,783,142 9
10% <The net profit ratio for this term 2,394,989 10
Annual sales 20,311,817

Weighted average profit
Gross up on CTMS
Method

Data for fabricated and processed metal products was used.
The profit on sales is shown in 12 ranges from <-10% to =< 10%.

Profit calculatedfor each range based on the midpoint, except for the first and last range.

First and last range is calculated on the lower end for each as shown.

A weighted average profit using the profit calculated over the total sales.

Profit grossed up to obtain a profit on cost to make and sell.

Profit/Loss

-96,350
-27,490
-10,434
-19,657
-15,125
-1,187
39,353
161,781
147,239
99,883
160,483
239,499

677,995

3.34%

3.5%
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